





VOLUME 1, NO. 7 | 


MARCH 27, 1973 


A WEEKLY COMPILATION OF RELEASES FROM THE SECURITIES AND EXCHANGE COMMISSION 





RELEASES IN THIS ISSUE 





Securities Act 

Securities Exchange Act 

Public Utility Holding Company Act 
Investment Company Act 
Investment Advisers Act 

Litigation Release 

Accounting Release 


- 5377 

- 10035-45 
- 17906-08 
- 7718-27 
- 366 

- 5782-90 
- 142 





SIGNIFICANT ITEMS 





Announcements 
33-5377 Reporting Cash Flow and Other Related 
Data 
Registrants urged to examine their 
financial reporting practices 

Rule 19b-2 
Effectiveness suspended until March 
29, 1973 (See also 34-10038) 


34-10043 


Rules 
40-7724 Rule 31a-2(f), adopted 
Books and records of investment com 
panies may be maintained in micro 
film form. 














SECURITIES ACT 





SECURITIES ACT OF 1933 i 
Rel. No. 5377/March 15, 1973 


SECURITIES EXCHANGE ACT OF 1AR4 1 1573 
Rel. No. 10041/March 15,1973 - = 


ACCOUNTING SERIES — 
Rel. No. 142/March 15, 1973 DEPOSITORY 


REPORTING CASH FLOW AND OTHER RELATED DATA 


Introduction 


The Commission has recently received preliminary registration 
statements which include ‘cash flow per share”’ data in the narra 
tive section of the prospectus. Use of such data has also been 
noted in annual reports to shareholders, particularly in the ‘’Fi 
nancial Highlights’’ or ‘‘President’s Letter’’ section. These and 
other means of presenting financial data appear designed to de 
crease the credibility of conventional financial statements as a 
measure of business activity. 


The variation in form and purposes of such data creates confu 
sion, The term ‘Cash Flow’ and similar formulations such as 
“Earnings Before Non-Cash Charges,’’ “Adjusted Net Income,’ 
‘Net Operating Income” and ‘Operating Funds Generated” do 
not have precise definitions and may mean different things to 


are 
DOGice This problem was recognized by the Accounting Principles 


different people. In addition to this definitional problem, there 
are different purposes for presenting these data. One is to pre 
sent an apparent alternative to net income as a measure of per- 
formance. A second is to present information about liquid or 
near-liquid assets provided by operations which may be available 
for reinvestment or distribution to shareholders 


While differing definitions and purposes are basic sources of the 
confusion investors and registrants are experiencing with ‘‘cash 
flow” data, the presentation of such data on a per share basis 
compounds this confusion 


Numerous questions have been received in regard to the Com 
mission's policy in these matters 
outline the Commission’s views 


This release is being issued to 


“Cash Flow” as a Proxy for Income Measurement 
One of the principal reasons given for presenting ‘‘cash flow” is 
that the income measurement model currently prescribed by 
generally accepted accounting principles does not accurately re 
flect the economic performance of certain types of companies 
typically those with substantial assets which arquably do not de 
While 
that there are problems of income measurement for 


preciate or require replacement the Commission recognizes 


some indus 


tries, the unilateral development and presentation on an unau 


dited basis of various measures of performance by different com 
generally 
accounting model has led to conflicting results and confusi 


Additionally, it 


panies which constitute departures from the understood 


on for 


investors is not clear that the simple omission of 


depreciation and other non-cash charges deducted in the com 


putation of net income provides an appropriate alternative mea 


sure of performance for any industry either theory or prac 


Board in Opinion No t was 
working capital or cash provided from 


19 where noted that ‘‘the amount of 


operations is not a sub 


stitute for or an improvement upon properly determined net in 


come as a measure of results of operations 


If accounting net income computed in conformity with generally 


accepted accounting principles is not an accurate reflection of 


economic performance for a company or an industry, it is not an 


appropriate solution to have each company independently decide 
what the best measure of its performance should be 
This 
different concepts and numbers which could not be used mean 
ingfully by investors to compare different candidates for their 


ind present 


that figure to its shareholders as Truth would result in many 


investment dollars 

Where the measurement of economic performance is an industry 
wide problem, representatives of the industry and the accounting 
profession should present the problem and suggested solutions to 
the Financial Accounting Standards Board which is the body 
charged with responsibility for researching and defining principles 
of financial measurement. Until new and uniform measurement 
principles are developed and approved for an industry 
entation of measures of performance other than net income 


the pres 
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should be approached with extreme caution. Such measures 
should not be presented in a manner which gives them greater 
authority or prominence than conventionally computed earnings. 


Where management believes that the existing conventional income 
model does not present the results of operations realistically or 
fully, an explanation of the reasons and a description of possible 
alternatives which might be used to measure results may be pre- 
sented to shareholders and potential investors to supplement con- 
ventional financial data. The presentation of additional data in 
tabular form is also acceptable. Such tables should be accom- 
panied by a careful explanation of the data presented. The add- 
ing together of figures derived by different measurement tech- 
niques (such as net income and cash flow) should be avoided as 
should per share data relating to measures other than net income 
(see discussion below). In addition, when various measurement 
models are used for different lines of business, there should be a 
consistent application of such models to all similar segments of 
the firm's operations. Also, results for all segments included in 
consolidated statements of net income should be included in any 
tabular or summary presentation. 


Annual reports to shareholders as well as filings with the Com- 
mission should include explanations and data as discussed above 
whenever measurement models other than conventionally com- 
puted income are used. Such additional information and data 
would typically be presented in the ‘‘Financial Highlights,’’ the 
“President's Letter,’’ or the text of the report and should not be 
presented without also presenting net income. Terms such as 
“Net Operating Income’’ which leave the impression that a figure 
other than net income is really income should not be used. 


In cases where a measurement problem exists for an individual 
company rather than in an entire industry, a solution already 
exists in the procedures of the accounting profession. Under the 
newly adopted Code of Ethics of the American Institute of 
CPA's, an auditor is permitted to render an opinion approving 
statements prepared even though they deviate from the principles 
adopted by the Accounting Principles Board (or its successor 
body) if he believes and can support the assertion that due to un- 
usual circumstances the financial statements would otherwise be 
misleading. Under such circumstances, full disclosure must be 
made by both company and auditor, and the basic statements 
must be prepared in accordance with the principles determined to 
present operating results most meaningfully. In such cases, the 
staff of the Commission wil! naturally consider the circumstances 
which gave rise to the situation, but it will normally give great 
weight to the judgment of the registrants and their independent 
accountants. 


The above discussion is designed to assist companies which be- 
lieve the conventional income measurement model is unsatis- 
factory in providing disclosure which ,is useful and not mislead- 
ing. This discussion is not intended to support or reject any par- 
ticular new measurement model and the Commission strongly 
urges the accounting profession and other interested parties to 
consider the development of new techniques for the measurement 
of results in industries where the current model seems deficient. 


“Cash Flow” as a Measurement of Funds Generated from 
Operations 


A second basic reason for highlighting cash or funds generated 
from operations data in financial summaries is to show the liquid 
or near-liquid resources generated from operations which may be 
available for the discretionary use of management. Analysts have 
suggested that this is a useful measure of the ability of the entity 
to accept new investment Opportunities, to maintain its current 
productive capacity by replacement of fixed assets and to make 
distributions to shareholders without drawing on new external 
sources of capital 
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While presentation of “funds generated from operations’ is useful, 
these data should be considered in the framework of a source and 
application of funds statement which reflects management's deci- 
sions as to the use of these funds and the external sources of 
capital used. The implication of a presentation which shows only 
the funds generated from operations portion of a funds statement 
is that the use of such funds is entirely at the discretion of man- 
agement. In fact certain obligations (e.g., mortgage payments) may 
exist even if replacement of non-depreciating assets is considered 
unnecessary. Therefore presentation of one part of a funds state- 
ment should be avoided. 


The Commission has also noted situations where investors were 
misled by cash distributions which were in excess of net income 
and were not accompanied by disclosure indicating clearly that 
part of the distribution represented a return of capital. To high- 
light this fact in cases where funds distributed exceed net income, 
the Commission developed the ‘“‘Funds Generated and Funds 
Disbursed” statement in Form 7-Q which begins with the caption 
“Income (Loss) Before Realized Gain or Loss on Investments.” 
From that amount the first deduction is “Cash Distributed to 
Shareholders.’’ The statement then provides for adding non-cash 
charges and deducting debt repayments to arrive at the ‘’Excess 
(Deficiency) of Funds Generated Over Distributions.” This indi- 
cates whether operations generated the cash to make distributions 
or whether distributions are made from borrowing or other 
sources. 


Cash flow presentations designed to reflect the liquid assets or 
working capital generated by the firm should be consistent with 
the principles outlined in this section. 


Per Share Information 


Many of the problems outlined above are accentuated when ‘‘cash 
flow’’ data is presented on a per share basis. Most importantly, 
such a presentation emphasizes the implication that cash flow is 
more meaningful than net income as a measure of performance, 
particularly when a per share figure is included in the “Financial 
Highlights’’ section of a report. 


The first major problem in the presentation of cash flow per 
share data is that of investor understanding. investors over many 
years have grown accustomed to seeing operating per share data 
computed only in the case of net income. Accounting authorities 
have considered and largely settled the measurement problems 
associated with the presentation of net income on a per share 
basis. If other data are presented in this way, there is a danger 
that the investor will think that what he is seeing is the conven- 
tional accounting measure of earning power when in fact this is 
not the case. In a number of reports, cash flow per share data 
have been presented in such a manner as to lead to this inference 
despite the strong recommendation of the Accounting Principles 
Board in Opinion No. 19 that “isolated statistics of working capi- 
tal or cash provided from operations, especially per share amounts 
not be presented in annual reports to shareholders.’’ Such pres- 
entations run a high risk of materially misleading investors and 
companies are urged to avoid this type of disclosure. 


Beyond the problem of understandability is the question of rele- 
vance. The investment community generally recognizes the rele- 
vance of “‘earnings per share” as a measure of the historically 
achieved earning power of an economic entity in terms of a unit 
which is being bought, sold and quoted in the market place, the 
share of common stock. The earning power represented by that 
share has generally been considered a significant element in the 
determination of its worth. Net income, as a measure of ultimate 
result, may reasonably be interpreted on a per share basis since 
no significant claims stand between it and the common stock 
owner. Where there are senior equity claims, these are deducted 
before computing the per share figure. Dividends are similarly 
logically presented in terms of the individual share, as are net 
assets. 
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Significant questions as to relevance arise, however, when other 
data are presented on a per share basis. Sales; current assets, 
funds flow, total assets, cash and other similar figures cannot 
logically be related to the common shareholder without adjust 
ment. These are aggregate data which are of great importance to 
analysts and management alike in understanding the operations of 
the total economic entity, but they are not items which accrue 
directly to the benefit of the owner of a part of the common 
equity. Charges and claims must be considered before the owner 
is benefited. To reflect such items on a per share basis may mis- 
lead the unsophisticated, since there is an implication that the 
shareholder is directly affected. In fact, such data are only mean- 
ingful from an operating viewpoint and not from that of an ex- 
ternal investment unit. 


Accordingly, per share data other than that relating to net in- 
come, net assets and dividends should be avoided in reporting 
financie! results. 


Conclusion 


In this release, the Commission has reiterated and explained its 
view as expressed to individual registrants for many years that 
certain approaches to “‘cash flow’’ reporting may be misleading 
to investors. All registrants are urged to examine their reporting 
practices in light of the problems and guidance set forth in this 
release and to amend them where appropriate. 


The Commission recognizes that reporting financial results cannot 
be a static phenomenon, and it continues to examine its views 
and policies to determine in what respects change is desirable. In 
this connection, it welcomes comments and suggestions regarding 
its policies from registrants and other knowledgeable parties. If 
any parties have comments on the views and policies set forth in 
this release, they should be addressed to the Chief Accountant of 
the Commission. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10035/March 13, 1973 


Admin. Proc. File No. 3-3914 
In the Matter of 


LOUIS M. KORNMAN 
Milwaukee, Wisconsin 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTION 


In these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934, an offer of settlement has been 
submitted by Louis M. Kornman, who is president and a stock- 
holder of a registered broker-dealer. Under the terms of the offer, 
respondent, solely for purposes of this proceeding or other pro- 
ceedings pursuant to the securities acts, and without admitting or 
denying the allegations in the order for proceedings relating to 
him, consents to findings of willfully aiding and abetting viola- 
tions of the Exchange Act and failure of supervision as alleged in 
that order, and to entry of an order suspending him from associa- 
tion with any broker or dealer for 90 days and barring him there- 
after, without the prior approval of the Commission, from having 


any authority or duties with respect to the back office or opera 
tions department of a broker or dealer or the maintenance or 
supervision of records relating to its capital 


After due consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission determined to ac 
cept the offer 


On the basis of the order for proceedings and the offer of settle 
ment, it is found that during the period from about February to 
September 1972 respondent willfully aided and abetted violations 
of Sections 15(b) and 17(a) of the Exchange Act and Rules 
15b3-1 and 17a-3 thereunder, in connection with the failure 
promptly to file amendments to registrant's registration applica 
tion with respect to changes in registrant's officers and directors 
and the failure to accurately make and keep current all required 
books and records. Respondent failed reasonably to supervise, 
with a view to preventing the violations, persons subject to his 
supervision and who committed such violations 1 


In connection with his offer of settlement, respondent represents 
that he has not been the subject of any prior Commission pro 
ceedings, that he has been sanctioned by the Wisconsin Securities 
Commissioner following the misconduct involved here, that he has 
not engaged in the securities business since November 1972 and 
has suffered a substantial financial loss as a result of his involve 
ment with registrant, and that he had never before served as a 
president of or in a similar capacity with a broker-dealer and does 
not desire to do so again 


In view of the foregoing, it is in the public interest to impose the 
sanction specified in the offer of settlement 


Accordingly, 1T 1S ORDERED that, commencing at the opening 
of business on March 26, 1973, Louis M. Kornman be, and he 
hereby is, suspended from being associated with any broker or 
dealer’for 90 days, and that thereafter he may not, without the 
prior approval of the Commission, have any authority, respon 
sibility or duties with respect to the back office or operations 
department of a broker or dealer or the maintenance or super- 
vision of records relating to its capital. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 The findings herein are binding only on the above named 
respondent and not on any other respondent in these proceed- 
ings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10036/March 12, 1973 


The Securities and Exchange Commission, under the Securities 
Exchange Act of 1934, announced the termination of the sus- 
pension of trading in the securities of Nova Equity Ventures, 
Inc. (‘Nova’) effective at 12:00 midnight (EST) on March 13, 
1973. 


On December 4, 1972 the Commission issued an order tem- 
porarily suspending the over-the-counter trading in Nova, a New 
York corporation. Trading was suspended because of the lack of 
adequate and accurate public information concerning the financial 
condition of the company. 


Nova became a publicly held corporation on or about January 
26, 1971 pursuant to a 75,000 share Regulation A offering. The 
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company’s principal operating subsidiary was Horizon Securities, 
Inc. (“Horizon”), a registered broker-dealer, ninety (90) percent 
of whose capital stock is owned by Nova 


On December 1, 1972, the United States District Court for the 
Southern District of New York issued a permanent injunction, 
enjoining Horizon from violating and Nova and others from aid- 
ing and abetting violations of the net capital and bookkeeping 
provisions of the Securities Exchange Act of 1934. In addition, 
the Court has appointed a trustee pursuant to the Securities In- 
vestor Protection Act of 1970 to supervise liquidation of Horizon. 


The staff has been informed by Nova's President and by its Attor- 
ney that the company’s books and records continue to be in such 
a state of disarray and in such a poor condition that it is impos- 
sible to determine the financial condition of the company. It thus 
appears that Nova will be unable to suppiy its stockholders or the 
public with a statement of its financial condition 


The Commission cautions broker-dealers, Nova shareholders and 
prospective purchasers that, in any trading of securities after the 
trading ban expires, they should consider carefully the foregoing 
information and any information subsequently issued by the 
company 


Furthermore, brokers and dealers should be alert to the fact that, 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered, unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tion as to whether or not said rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in question 
until such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt enforcement 
action. 


SECU RITIES EXCHANGE ACT OF 1934 
Rel. No. 10037/March 13, 1973 


See Investment Advisers Act Release No. 366/March 13, 1973. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10038/March 13, 1973 


STAY OF THE EFFECTIVENESS OF SECURITIES EXCHANGE 
ACT RULE 19b-2 


On January 16, 1973, the Commission promulgated Rule 19b-2 
under the Securities Exchange Act, 1 requiring all national secu- 
rities exchanges registered with the Commission pursuant to Sec- 
tion 6 of the Securities Exchange Act to make their memberships 
available to any broker-dealer otherwise qualified, provided the 
member utilizes its membership to conduct a predominantly public 
securities business 


Since that time, several petitions, seeking review of the Commis- 
sion’s Rule, have been filed in the Courts of Appeal! for the Third 
and District of Columbia Circuits. < In one such action, instituted 
by the PBW Stock Exchange, Inc., the Court of Appeals for the 
Third Circuit has granted an application for a stay of the Rule 
that previously had been denied by the Commission. It is not 
clear how broad the stay granted by the court is or whether it is 
intended to apply solely to the PBW Stock Exchange. The court's 
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order granting a stay was entered prior to the Commission's re- 
ceipt of the PBW’s moving papers and prior to the submission by 
the Commission of any responsive papers 


The Commission is concerned that, as a result of this litigation, 

attempts to achieve uniform exchange rules governing member- 

ship, as an essential first step in the restructuring of the nation’s 
securities markets, may be delayed. Many of the exchanges pres 
ently are preparing for submission, or already have submitted, 

proposed rules embodying the requirements of Rule 19b-2. 


Accordingly, the Commission will move promptly before the 
Court of Appeals for the Third Circuit for reconsideration of that 
court's determination to grant a stay of Rule 19b-2. On recon- 
sideration the Commission believes it can demonstrate the lack of 
merit in the PBW Stock Exchange's stay application. In the event, 
however, that some form of stay ultimately is granted by the 
court, the need for uniformity in exchange rules on this matter as 
well as the inherent unfairness to the other exchanges and their 
members engendered by the grant of any stay limited solely to 
the PBW Stock Exchange suggests that it would be appropriate 
for the Commission to extend a comparable stay to all exchanges 
pending the disposition of this litigation. The precise terms of a 
stay of the Rule, should it become necessary for the Commission 
to do so, will be announced promptly after the Court of Appeals 
for the Third Circuit has ruled on the Commission's motion. If 
the stay presently ordered by the Court of Appeals is not re 
scinded or modified by March 15, 1973, the Commission will 
defer the effective date of its Rule. 


The Commission wishes to make clear, however, that the need 
for the immediate implementation of Rule 19b-2 remains of 
paramount concern. Assuming, as we do, that the Commission's 
Rule will be upheld upon the termination of this litigation no 
additional phase-in period within which to comply with Rule 
19b-2 will be permitted for any new exchange members that may 
have been accepted during the pendency of this litigation. In ad 
dition, the Commission has no intention of departing from the 
prescribed phase-in dates embodied in Rule 19b-2(c), unless any 
judicially imposed stay should extend beyond the various report- 
ing dates set forth in that subsection of the Rule. 


By the Commission 


Ronald F. Hunt 
Secretary 


1 See, Securities Exchange Act Release No. 9950 (Jan. 16, 1973) 


2 PBW Stock Exchange, Inc. v. Securities and Exchange Com- 
mission, C.A. 3, No. 73-1116; Equity Services, Inc. et al. v. Secu- 
rities and Exchange Commission C.A. 3, No. 73-1165; Connecticut 
Nutmeg Securities, Inc. v. Securities and Exchange Commission, 
C.A.D.C., No. 73-1223; Berdon v. Securities and Exchange Com- 
mission, C.A.D.C., No. 73-1240. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10039/March 14, 1973 


The Securities and Exchange Commission has issued an order 
under the Securities Exchange Act of 1934 granting an applica- 
tion of the Boston Stock Exchange for unlisted trading privileges 
in the common stocks of the following companies: 


Berkey Photo, Inc. 
Chesborough-Ponds, Inc. 

Coca Cola Bottling of New York (The) 
Ex-Cell-O Corp. 

The Fluor Corporation 
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Ideal Toy Corporation 

Illinois Central Industries, Inc. 

Jewel Companies, Inc. 

Leeds & Northrop Company 
Newmont Mining Corp. 

Paine, Webber, Jackson & Curtis, Inc. 
Jos. Schlitz Brewing Company 

Dean Witter & Company, Inc. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10040/March 14, 1973 


The SEC has issued an order for administrative proceedings 
against Sanford Securities, Inc. (Registrant) and Irwin Ejiniger 
(Einiger) for alleged violations of the net capital, record keeping 
and anti-fraud provisions of the Federal securities laws. It is al- 
leged among other things, that Registrant continued to transact 
business with its customers at a time when it was insolvent 


A hearing will be scheduled by further order to take evidence on 
the staff allegations and to afford the respondents an opportunity 
to offer any defense thereto for the purpose of determining 
whether the allegations are true and if so, what if any action of 

a remedial nature should be ordered by the Commission 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10041/March 15, 1973 


REPORTING CASH FLOW AND OTHER RELATED DATA 


See Securities Act Release No. 5377/March 15, 1973. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10042/March 15, 1973 


Admin. Proc. File No. 3-3935 
In the Matter of 


ASSOCIATED UNDERWRITERS, INC. 
1116 Kennscott Building 

Salt Lake City, Utah 

(815906) 


BRUCE A. JENSEN 
FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934 (‘‘Exchange Act”), an offer of 
settlement was submitted by Associated Underwriters, Inc 
(“registrant’’), a registered broker-dealer, and Bruce A. Jensen, 
ts president 


Under the terms of the offer, respondents, solely for the purpose 
of these proceedings or any other proceedings pursuant to the 
above provisions and Section 203(e) of the Investment Advisers 
Act of 1940 and without admitting or denying the allegations of 
the order for proceedings, consented to findings of violations as 
alleged in that order and to the imposition of specified sanctions 


After due consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission determined to ac 
cept the offer. 


On the basis of the order for proceedings and the offer of settle 
ment, it is found that from about January 1971 to February 


1972 registrant, willfully aided and abetted by Jensen, willfully 
violated Section 10(b) of the Exchange Act and Rule 10b-5 there 
under in that, in the offer, sale and purchase of common stock of 
New Era Industries, Inc., they artificially influenced the market 
price and created a false and misleading appearance of an active 
market for such stock; effected transactions for customers involv 
ing no change in the beneficial interest in the stock; entered pur 
chase and sale orders with the knowledge that substantially match 
ing sale and purchase orders, respectively, had been or were to be 
entered by or for the same or different parties; and made ma 
terially untrue and misleading statements to purchasers and pro 
spective purchasers concerning those activities. | 


The offer of settlement provides that respondents may be sus 
pended from doing business for 14 days except that any secu 
rities including put-and-call options held for either a retail client 
or another broker-dealer may be liquidated at the request of such 
client or broker-dealer during such period, and provided that no 
new business in securities including options will be solicited or 
accepted during the period. The offer further provides that for an 
additional 30 days thereafter, respondents may be suspended from 
effecting securities transactions with, soliciting securities purchases 
for, or accepting securities purchase orders from, any retail cus 
tomer except that securities in the account of a retail customer 
may be liquidated at his request and provided that such suspen 
sion shall not apply to transactions in put-and-cal!l options 


Respondents undertake to initiate closer supervisory procedures to 
prevent purchase or sale orders which could be part of an attempt 
to manipulate the price of a security, and Jensen undertakes to 
scrutinize closely all trades entered into by registrant's trader 

with a view to preventing a recurrence of the type of violations 
found herein. 


In view of the foregoing, it is in the public interest to take the 
remedial action specified in the offer of settlement 


Accordingly, 1T 1S ORDERED, subject to the « 
tions, and undertakings set forth above, that Associated Under 


mnditions, excep 


writers, Inc. and Bruce A. Jensen be, and they hereby are, sus 
pended from doing business for 14 days, beginning on March 26 
1973, and from effecting transactions in securities, other thar 
put-and-call options, with retail customers for an additional period 
of 30 days thereafter 

For the Commission, by the Office of Opin and Review, pur 


suant to delegated authority 


Ronald F. Hunt 
Secretary 


1 The findings herein are not binding on any other respondent 


named in these proceedings 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10043/March 15, 1973 


TEMPORARY SUSPENSION OF EFFECTIVENESS OF 
SECURITIES EXCHANGE ACT RULE 19b-2 


On March 13, 1973, the Commission announced | that the Court 
of Appeals for the Third Circuit had granted an applicat of the 
PBW Stock Exchange, Inc 2 for a st y of the effectivene 

Rule 19b-2 under the Securities Exchange Act of 1934. 3 The 
Commission stated that it would move promptly before the 

of Appeals for the Third Circuit for mnsideration of that Court's 
determination to grant a stay of Rule 19b-2. Furthermo th 


Commission indicated that in the event the stay ordered by 
Court of Appeals were not rescinded or modified by Ma 
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1973, the effective date of Rule 19b-2, the Commission would 
defer such effective date. Since that time the Commission has 
been advised that a similar stay was requested by and granted to 
certain members of the PBW Stock Exchange, Inc. who have in- 
stituted a separate review proceeding. 


On March 14, 1973, the Commission filed a memorandum with 
the Court of Appeals for the Third Circuit in support of the 
Commission’s motion for reconsideration of its orders staying the 
effectiveness of Rule 19b-2 


As of this date, the Court of Appeals has not had the opportunity 
to consider the motion and supporting memorandum of the Com 
mission. Therefore, the Commission is of the view that the public 
interest, fundamental fairness and equality of treatment for all 
national securities exchanges subject to the provisions of Rule 
19b-2 warrant the suspension of the effectiveness of the Rule to 
enable the Court of Appeals to act upon the Commission's mo 
tion. Accordingly, the Commission hereby temporarily suspends 
the effectiveness of Rule 19b-2 under the Securities Exchange 
Act of 1934 for ten business days so that the Rule will become 
effective on March 29, 1973 


By the Commission 


Ronald F. Hunt 
Secretary 


1 See, Securities Exchange Act Release No 
1973) 


10038 (March 13, 


2 PBW Stock Exchange, Inc. v. Securities and Exchange Com 
mission, C.A. 3, No. 73-1116 

3 See, Securities Exchange Act Release No. 9950 (Jan. 16 
1973) 


4 Equity Services, Inc., et al. v. Securities and Exchange Com- 
mission, C.A. 3, No. 73-1165 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10044/March 14, 1973 


The Securities and Exchange Commission today announced that 
the suspension of over-the-counter trading in the securities of 
Indecon, Inc 300 South Wacker Drive, Chicago, 
Iinois, will terminate at midnight, March 14, 1973 


(“‘Indecon”’) 


The Commission initially ordered the suspension of trading in 
Indecon securities because of questions which arose in connection 
with the method of distribution of a registered offering of Inde 
con stock pursuant to a registration statement that was declared 
effective July 13, 1972, and certain aftermarket activity in Inde 
con stock and because of the unavailability of adequate and ac 
curate current information concerning the financial condition and 
business operations of Indecon 


Indecon has recently filed with the Commission its 10-K annual 
report for the fiscal year ended July 31, 1972 
Indecon’s independent auditor stated that it was unable to ex 


In that report, 


press an opinion on the fairness of Indecon’s financial statements 
because of material uncertainties regarding transactions and events 
involving certain of its officers, a subsidiary, and P&H Associates, 
its underwriter. In this regard, the auditor's letter states that it 
was unable to identify the contingent liabilities to which Indecon 
may be subject under applicable law, including the Federal Secu 
rities Laws. Accordingly, Indecon’s financials contained in its 


annual report are uncertified and, as a result, Indecon is not 
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current in filing its required reports. Indecon was notified by the 
staff that its filing was deficient 


The Commission cautions broker-dealers, shareholders and pro 

spective purchasers that, they should consider carefully the fore- 
going information along with all other currently available informa 
tion and any information subsequently issued by the companies. 


Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c-2-11 under the Exchange Act, no quotations 
may be entered unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tions as to whether or not such rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is un 
certain as to what is required by Rule 15c2-11, he shouid refrain 
from entering quotations relating to the securities in question 
until such time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 


action. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10045/March 15, 1973 


The Securities and Exchange Commission (‘‘Commission’’) an 
nounced in a previous release dated March 5, 1973 (Rel. 34 
10031) that it had ordered the temporary suspension of trading 
in the common stock, warrants and units of Beneficial Labora 
tories, Inc. (‘‘Beneficial’’) of 3659 Sally Lane, Oceanside, New 
York and 57-37 Main Street, Flushing, New York for a ten-day 
1973 and terminating March 15, 1973. The 
Commission has announced that the temporary suspension of 


period from March 5, 


trading in the common stock, warrants and units of Beneficial is 
continued for a further ten-day period from March 15, 1973 
through March 24, 1973 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17906/March 14, 1973 


Admin. Proc. File No. 3-4052 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 
(54-248) 

(70-5275) 


NOTICE OF FILING OF SECTION 11(e) PLAN TO EFFEC 
TUATE DISPOSITION OF UTILITY ASSETS IN COMPLIANCE 
WITH SECTION 11(b)(1) ORDER 


NOTICE IS HEREBY GIVEN that New England Electric System 
(“NEES”), a registered holding company, and its subsidiary hold- 
ing company, Massachusetts Gas System (‘Mass Gas‘’), have filed 
an application-declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding Company Act 
of 1935 ("‘Act"’) and a plan pursuant to Section 11(e) of the Act 
(‘Plan’) for the purpose of effectuating compliance with the 
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Commission's Order under Section 11(b)(1) of the Act, requiring 
NEES to divest itself of its gas utility subsidiaries. NEES and 
Mass Gas have designated Sections 9, 10, 11, and 12 of the Act 
and Rules 43, 44 and 46 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are referred to 
the amended application-declaration and to the Plan, which are 
summarized below, for a complete statement of the proposed 
transactions. 


In 1964, the Commission issued an Order under Section 11(b)(1) 
of the Act requiring NEES to dispose of all its interests, direct or 
indirect, in its eight gas utility subsidiary companies (Holding 
Company Act Release No. 15035, March 19, 1964). The Supreme 
Court on March 5, 1968, directed the Court of Appeals for the 
First Circuit to enter an Order affirming the Commission's original 
divestment Order. By Orders of the Commission dated July 11, 
1969 (Holding Company Act Release No. 16424), and February 
24, 1970 (Holding Company Act Release No. 16618), NEES was 
granted extensions to comply with the Commission's divestment 
Order 


As a step in the divestment of its eight gas utility subsidiary com 
panies, NEES formed a new holding company, Mass Gas, which 
issued and sold its common shares to NEES in exchange for the 
securities held by NEES in these subsidiary companies, (Holding 
Company Act Release No. 16583, January 19, 1970) 


On December 30, 1971, the Commission approved a plan filed by 
NEES and Mass Gas providing for the divestment by sale of the 
capital stock of the four smaller subsidiary companies (Holding 
Company Act Release No. 17419), which were disposed of under 
an exception from the competitive bidding requirements of Rule 
50 (Holding Company Act Release No. 17066, March 25, 1971). 
A similar exception from competitive bidding was granted for the 
disposition of the remaining subsidiary companies. (Holding Com- 
pany Act Release No. 17371, November 23, 1971). 


The Plan filed by NEES and Mass Gas deals with the disposition 
of the common stock of Lawrence Gas Company (“‘Lawrence”’), 
a gas utility subsidiary company. Mass Gas presently holds 
170,002 shares of common stock of Lawrence, or 90.42% of its 
outstanding capital stock. The remaining 9.58%, or 17,998 shares 
of common stock, is owned by the public (‘minority share- 
holders’’). 


The Plan provides for 


1. The dissolution of Mass Gas and the distribution of its assets, 
including the Lawrence stock, to the parent company NEES, 


2. The immediate sale by NEES of the Lawrence stock to 
Springfield Gas Light Company (‘‘Springfield’’), an exempt hold- 
ing company under the Act; and 


3. The retirement of the Lawrence stock not held by NEES by 
a cash payment to the minority shareholders. 


The price agreed upon for the NEES-owned shares of Lawrence 
being sold to Springfield is $6,638,000, as of December 31, 1971. 
This price is to be adjusted by the amount of any increase or de- 
crease in the underlying book value of the shares to be sold be 
tween December 31, 1971, and at the end of the calendar month 
immediately preceding the closing date. At December 31, 1971, 


the underlying book value of the shares to be sold was $3,252,705. 


Springfield has also agreed that, on the date of closing, it will 
have arranged for refinancing or continuation of the short-term 
notes of Lawrence then outstanding. NEES will use the proceeds 
of the sale for investment in one or more of its electric utility 
subsidiary companies, or to pay its own short-term bank loans. 


The contract price of $6,638,000 is 204% of the $3,252,705 un- 
derlying book value of the shares to be sold by NEES. The same 


204% factor has been applied by the parties to the December 31, 
1971, book value of the remaining equity of Lawrence attribut 
able to the minority shareholder interests to fix the value of said 
equity for purposes of computing the amount of the proposed 
cash distribution to the minority shareholders 


The cash distribution to be made to the minority shareholders 
would have been, if the sale had been effected December 31 
1971, an amount per share of $39.05 pro forma price, compared 
to $19.13 for the underlying book value per share. This amount 
is also subject to the adjustment for changes in underlying book 
values subsequent to December 31, 1971 


It is contemplated that upon acquisition of the Lawrence stock 
from NEES, Springfield will cause Lawrence to join in a three 
party merger between Springfield, Northhampton Gas Light Com 
pany, a subsidiary gas company of Springfield, and Lawrence 
Springfield represents that it has procurred the necessary consents 
from the holders of its long-term debt obligations as required be 
fore it can effect the proposed merger 


The application-declaration represents that no fees or commissions 
will be paid by NEES or Mass Gas in connection with the pro 
posed transactions. Any finder’s fee or commission incidental to 
the sale of Lawrence from NEES to Eastern will be paid by the 
purchaser. Estimated expenses in connection with this proposed 
transaction and a concurrent divestiture are $12,000 for NEES 
and $4,000 for Mass Gas. It is represented that the Massachusetts 
Department of Public Utilities has jurisdiction over the acquisition 
of the Lawrence shares from NEES and the minority shareholders, 
and that it has jurisdiction over the proposed merger of Lawrence, 
Springfield and Northhampton Gas Light Company. No other 
State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 9, 1973, request in writing that a hearing be 
held in respect of such matters, stating the nature of his interest, 
the reasons for such request, and the issues of fact or law raised 
by the Plan which he desires to controvert; or he may request 
that he be notified should the Commission order a hearing in re- 
spect thereof. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 20549. 

A copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 500 miles 
from the point of mailing) upon NEES at the above-stated ad- 
dress, and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At any 
time after said date, the Plan, as amended or as it may be further 
amended, may be approved as provided in Rule 23 of the General 
Rules and Regulations, promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof, or take such other action as it may 
deem appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further devel- 
opments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof 


IT 1S ORDERED that NEES mail a copy of this notice to all 
holders of record of the common stock of Lawrence at least 20 
days prior to the date herein fixed as the final date on which a 
hearing may be requested in this matter 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17907/March 15, 1973 
Admin. Proc 


File No. 3-4185 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 

Boston, Massachusetts 02107 
(70-5314) 


NOTICE OF PROPOSED AMENDMENT OF DECLARATION OF 
TRUST AND ORDER AUTHORIZING SOLICITATION OF 
PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Eastern Utilities Associates 
(“EVA”) 
with this Commission pursuant to the Public Utility Holding Com 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a), 7, and 12(e) 
of the Act and Rule 62 promulgated thereunder as applicable to 

the proposals 


a registered holding company, has filed a declaration 


All interested persons are referred to the declara 
tion, which is summarized below, for a complete statement of the 
proposed transactions 


EUA proposes to amend its Declaration of Trust in order to 
broaden the indemnification of its trustees and officers against 
liabilities and expenses, including counsel fees, imposed or rea 
sonably incurred in connection with litigatién or threatened litiga- 
tion in which a trustee or officer may be involved by reason of 
his position. It would also provide for similar indemnification of 
persons who serve at EUA’s request as directors, officers or 
trustees of another organization in which EUA has an interest. 
Under the proposed provisions, indemnification would be with- 
held as to any matter as to which the trustee or officer is ad- 
judicated ‘‘not to have acted in good faith in the reasonable belief 
that his action was in the best interests of the association.” It is 
stated that the proposal conforms to the express statutory stand- 
ard which a business corporation organized under the laws of 
Massachusetts is permitted to establish for indemnification of its 
directors and officers and that the proposed provisions are con- 
sistent with the Massachusetts law on this subject. 


EUA intends to submit the proposed amendment of its Declara- 
tion of Trust to its shareholders for their approval at its annual 
meeting of shareholders to be held on April 23, 1973. In connec- 
tion therewith, EUA proposes to solicit proxies from the holders 
of its common stock through the use of solicitation material 
which sets forth the proposed amendment in detail. 


The declaration states that the favorable vote of the holders of 
two-thirds of the common shares of EUA outstanding and en- 
titled to vote will be required for the proposed amendment and 
that EUA now has outstanding 2,784,945 common shares. 


The fees and expenses incurred and to be incurred in connection 
with the proposed transactions are to be filed by amendment. The 
declaration states that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over the 
proposed transactions. 


EUA has requested that the effectiveness of its declaration with 
respect to the solicitation of proxies from the preferred stock- 
holders be accelerated as provided in Rule 62. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 13, 1973, request in writing that a hearing be 
held with respect to the proposed amendment of the Declaration 
of Trust, stating the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and Ex- 
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change Commission, Washington, D.C. 20549. A copy of such re 
quest should be served personally or by mail (air mail if the per 
son being served is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, by certif- 
icate) should be filed with the request. At any time after said 
date, the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the Gen 
eral Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further devel 
opments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


It appearing to the Commission that EUA’s declaration regarding 
the proposed solicitation of proxies should be permitted to be 
come effective forthwith pursuant to Rule 62 and that jurisdic 
tion should be reserved with respect to the fees and expenses 
thereof 


!T 1S ORDERED that the declaration regarding the proposed 
solicitation of proxies be, and hereby is, permitted to become ef- 
fective forthwith pursuant to Rule 62 and that jurisdiction be 
and hereby is, reserved with respect to the fees and expenses 
thereof 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17908/March 16, 1973 


Admin. Proc. File No. 3-4052 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 
Westborough, Massachusetts 

(54-248) 

(70-5276) 


ORDER FOR HEARING ON PLAN FILED PURSUANT TO 
SECTION 11(e) OF THE PUBLIC UTILITY HOLDING COM 
PANY ACT OF 1935 


New England Electric System (“NEES”), a registered holding com- 


pany, and its subsidiary holding company, Massachusetts Gas Sys 
tem (‘‘Mass Gas"’), have filed an application-declaration and an 
amendment thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’) and a Plan pur- 
suant to Section 11(e) of the Act (‘Plan’’) for the purpose of 
effectuating compliance with the Commission’s Order under Sec- 
tion 11(e) of the Act was set forth therein. The Plan provides for 


1. The dissolution of Mass Gas and the acquisition of all of its 
assets and assumption of all of its liabilities by NEES; 


2. The immediate sale of the stock of the four subsidiary com- 
panies, Lynn Gas Company (‘’Lynn”’), Mystic Valley Gas Com- 
pany (‘‘Mystic Valley’’), North Shore Gas Company (‘North 


Shore’’), and Massachusetts LNG, Inc., for cash to Eastern Gas 
and Fuel Associates (‘‘Eastern’’), an exempt holding company; 
and 
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3. The retirement of the shares of Lynn, Mystic Valley and 
North Shore held by persons other than NEES (“minority share- 
holders’) by cash payment. 


Petitions for intervention in opposition to the proposed transac- 
tions, as set forth in the said notice, were filed by the Honorable 
Michael J. Harrington, Congressman, Sixth District of Massachu- 
setts and the Association of Massachusetts Consumers. Arnong 
other objections, the petitioners allege that the sale of the sub- 
sidiary companies to Eastern may violate the Federal antitrust 
laws and may raise the companies’ rates to consumers. A petition 
to intervene in opposition to the sale to Eastern has also been re- 
ceived from an individual as a prospective bidder. 


It appearing to the Commission that it is appropriate in the public 
interest and in the interest of investors and consumers that a pub- 
lic hearing be held with respect to the proposed transactions; that 
all interested persons be afforded an opportunity to be heard; 

and that the application-declaration should not be granted and 
permitted to become effective except pursuant to further order of 
the Commission: 


IT iS ORDERED that a hearing be held on April 3, 1973, at 
10:00 a.m. in Room 2416 of the offices of the Securities and 
Exchange Commission, 1100 L Street, N.W., Washington, D.C. 
20005. 


IT IS FURTHER ORDERED that an Administrative Law Judge, 
hereafter to be designated, shall preside at said hearing. The of- 
ficer so designated is hereby authorized to exercise all powers 
granted to the Commission under Section 18(c) of the Act and to 
a hearing officer under the Commission’s Rules of Practice. 


The Division of Corporate Regulation of the Commission has ad- 
vised the Commission that it has made a preliminary examination 
of the application-declaration and that, upon the basis thereof, 

the following matters and questions are presented for considera- 
tion, without prejudice, however, to the presentation of additional 
matters and questions upon further examination: 


Whether competitive conditions of the bidding were properly 
maintained; 


Whether the proposed sale of the four NEES-owned subsidiary 
companies to Eastern is for a fair and reasonable price; 


Whether the proposed sale is necessary under the provisions of 
Section 11(b)(1) of the Act and the Commission's finai Order re- 
quiring the divestiture of these subsidiaries; 


Whether the proposed price to be received by the minority 
shareholders of Lynn, Mystic Valley, and North Shore is fair and 
equitable; and 


Whether the proposed transaction complies with other applica- 
ble requirements of the Act. 


IT iS FURTHER ORDERED that any person, other than appli- 
cants-declarants and the aforementioned petitioners, desiring to 
be heard in connection with this proceeding or proposing to in- 
tervene therein shall file with the Secretary of the Commission, 
on or before March 30, 1973, a written request relative thereto 
as provided in Rule 9 of the Commission's Rules of Practice. A 
copy of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
Persons filing an application to participate or be heard will re- 
ceive notice of any adjournment of the hearing as well as other 
actions of the Commission involving the subject matter of these 
proceedings. 


IT IS FURTHER ORDERED that jurisdiction be, and it hereby is, 
reserved to separate, in whole or in part, either for hearing or for 
disposition, any issues or questions which may arise in these pro- 
ceedings and to take such other action as may appear conducive 
to an orderly, prompt, and economical disposition of the matters 
involved. 


IT IS FURTHER ORDERED that NEES mail a copy of this order 
to all holders of record of the common stock of Lynn, Mystic 
Valley and North Shore at least 10 days prior to the date herein 
fixed as the date on which a hearing will be commenced in this 
matter. 


IT IS FURTHER ORDERED that the Secretary of the Commis 
sion shall give notice of the aforementioned hearing by mailing 
copies of this Order by certified mail to the United States De- 
partment of Justice, and that notice to all other interested per- 
sons shall be given by the general release of the Commission and 
by publication of this Notice and Order in the Federal Register. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7718/March 12, 1973 





Admin. Proc. File No. 3-3578 
In the Matter of 


HERBERT F. KORHOLZ 
2510 Virginia Avenue, N.W. 
Washington, D.C. 


EMMETT H. BRADLEY 
5375 Duke Street 
Alexandria, Virginia 


THE SUSQUEHANNA CORPORATION 
9200 Sunset Boulevard 
Los Angeles, California 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Section 9(b) of the Investment 
Company Act of 1940, offers of settlement were submitted by 
Herbert F. Korholz, Emmett H. Bradiey, and The Susquehanna 
Corporation. At all times relevant to these proceedings, Korholz 
and Bradley were officers and directors of Susquehanna and of 
Pan American Sulphur Company (‘‘PASCO’’) which was controlled 
by Susquehanna, and PASCO and all persons in their relations and 
transactions with it were, pursuant to a Commission order dated 
November 1, 1967, subject to the provisions of the Investment 
Company Act as though PASCO were a registered investment 
company, with certain exceptions not pertinent to these pro- 
ceedings. 1 


Under the terms of the offers of settlement respondents, soleiy 
for the purpose of settling these proceedings and without ad- 
mitting or denying the allegations of the order for proceedings, 
consented to certain findings with respect to violations as alleged 
in that order, and to the imposition of specified sanctions. After 
due consideration of the offers of settlement and upon the recom- 
mendation of its staff, the Commission determined to accept the 
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offers. On the basis of the order for proceedings and the offers of 
settlement, it is found that: 


1. Between September 22, 1970 and February 29, 1972, when 
these proceedings were instituted, respondents willfully violated 
and aided and abetted violations of Section 10(b) of the Securities 
Exchange Act of 1934 (‘Exchange Act’’) and Rule 10b-5 there- 
under in connection with the purchase and sale of securities in- 
cluding shares of PASCO, notes of Susquehanna and certificates 
of deposit of certain banks purchased by PASCO, in that, as in- 
ducements for and in consideration of the extension of $42 mil- 
lion of credit by certain banks to Susquehanna and a wholly 
owned subsidiary of Susquehanna, Korholz and Susquehanna in- 
duced and caused PASCO to commit assets to the purchase and 
renewal of $59.65 million in certificates of deposit of such banks 
and, together with Bradley, caused and induced PASCO to be- 
come a party to a security agreement of Susquehanna dated as 
of September 30, 1970. That agreement provided, among other 
things, that PASCO would, if so requested, file and keep effective 
a registration statement at Susquehanna’s expense for PASCO 
shares which were pledged to the banks to secure the loans and 
which were proposed to be sold, that if PASCO repurchased its 
own shares or purchased shares of certain companies including 
specified subsidiaries of Susquehanna, such shares would become 
subject to liens of the lenders, and that, in the event of default 
on the loans, the lenders, regardiess of the adequacy of any col- 
lateral, could set off any balances, sums or deposits of PASCO 
against such loans. 


In addition, in connection with respondents’ respective participa- 
tion in the above transactions, they failed to comply with the 
Commission's order of November 1, 1967, and willfully violated 
and aided and abetted violations of Section 17(d) of the Invest- 
ment Company Act and Rule 17d-1 thereunder in causing Susque- 
hanna and PASCO, acting as principals, to participate in such 
transactions on a joint or joint and several basis. Korholz and 
Susquehanna also willfully violated and aided and abetted viola- 
tions of Sections 17(a)(3) and 48(a) of that Act, in that, acting 
as principals, they caused PASCO’s purchases of the certificates 
of deposit to induce the bank loans to Susquehanna, an affiliated 
person of PASCO; Section 21(b) of that Act in that they thereby 
induced such loans to Susquehanna, a controlling person of 
PASCO; and Section 17(e) of that Act in that, acting as PASCO’s 
agents in the purchases of the certificates of deposit, they ac- 
cepted compensation in the form of the bank loans to Susque- 
hanna. 


2. Korholz and Susquehanna willfully violated and aided and 
abetted violations of Section 13 of the Exchange Act and Rule 
13a-1 thereunder in that they filed and caused to be filed with 
the Commission annual reports on Form 10-K for PASCO and 
Susquehanna for fiscal year 1970 which failed to make the re- 
quired disclosure with respect to the certificate of deposit ar- 
rangement described above. 


3. Korholz and Bradley caused PASCO and Susquehanna to file 
current reports on Form &K in March and August 1971, which 
failed to conform with Rule 13a-11, in violation of Section 13(a) 
of the Exchange Act. 


The offers of settlement provide that an order may be entered 
prohibiting Korholz for 120 days, Bradley for 60 days, and Sus- 
quehanna for one year from serving or acting in various capacities 
with respect to a registered investment company. 


In support of their offers of settlement, respondents asserted that 
they had already suffered substantial adverse publicity. In addi- 
tion, Korholz and Bradley represented that they acted in reliance 
upon the advice of counsel, and that, although PASCO signed the 
security agreement, its inclusion in the set-off provisions of that 
agreement was merely an error, and, in any event, PASCO’s obli- 
gations thereunder are relatively insignificant. Korholz further 
stated that PASCO’s purchases of certificates of deposit, which 
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were at competitive interest rates, were consistent with its long 
standing investment policy, and that he has voluntarily agreed to 
retire permanently from all offices and positions with PASCO. 
Susquehanna represented that it has disposed of its interest in 
PASCO and that a number of its present directors were not con- 
nected with it during the period of the alleged violations. 


In view of the foregoing, it is in the public interest to impose the 
sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Herbert F. Korholz, Emmett 
H. Bradley, and The Susquehanna Corporation be, and they here- 
by are, prohibited for 120 days, 60 days, and one year, respec- 
tively, from the date of entry of this Order, from serving or acting 
as an employee, officer, director, member of an advisory board, 
investment adviser, or depositor of, or principal underwriter for, 

a registered investment company or affiliated person of such in- 
vestment adviser, depositor, or principal underwriter. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 Pan American Sulphur Company, \nvestment Company Act 
Release No. 5146 (November 1, 1967). In January 1972 PASCO 
became registered as a closed-end management investment com- 
pany and on January 10, 1973 was deregistered pursuant to Sec- 
tion 8(f) of the Investment Company Act. 


2 The findings herein are not binding upon any other persons 
named as respondents in these proceedings. 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7719/March 13, 1973 


Admin. Proc. File No. 3-4165 
In the Matter of 


BERNSTEIN-MACA.ULAY SPECIAL FUND, INC. 
767 Fifth Avenue 

New York, New York 10022 

(811-1216) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


On February 14, 1973 a notice was issued (Investment Company 
Act Release No. 7670) of an application filed pursuant to Sec- 
tion 8(f) of the Investment Company Act of 1940 (‘‘Act’’) by 
Bernstein-Macaulay Special Fund, Inc. (‘“Applicant’’), for an order 
of the Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated in the 
application unless a hearing should be ordered. No such request 
has been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that Applicant has 
ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, that the 
registration of Bernstein-Macaulay Special Fund, Inc. under the 
Act shall forthwith cease to be in effect. 
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For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7726/March 13, 1973 


See Investment Advisers Act Release No. 366/March 13, 1973. 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7721/March 13, 1973 


Admin. Proc. File No. 3-4161 
In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 

Springfield, Massachusetts 01101 

(812-3370) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT FOR 
EXEMPTION FROM SECTION 17(a) OF THE ACT 


Massachusetts Mutual Life Insurance Company (the ‘‘Insurance 
Company”) and MassMutual Corporate Investors, Inc. (“Fund”), 
a non-diversified, closed-end management investment company 
registered under the Investment Company Act of 1940 (“Act"’), 
have filed an application pursuant to Section 17(b) of the Act to 
exempt from the provisions of Section 17(a) of the Act the trans- 
fer by the Insurance Company to the Fund at any time prior to 
March 29, 1973 of one-half of $1,787,500 principal amount of 
8.80% 20-year senior notes and one-half of $1,393,750 principal 
amount of 7.10% 21-year subordinated convertible notes (here- 
inafter collectively referred to as the “‘Notes’’) of Triangle In- 
dustries, Inc. purchased by the Insurance Company on Decem- 
ber 29, 1972. 


On February 14, 1973, a notice of the filing of the application 

was issued (Investment Company Act Release No. 7672) giving 
interested persons an opportunity to request a hearing and stat- 

ing that an order disposing of the application might be issued upon 
the basis of the information stated in the application unless a hear- 
ing should be ordered. No request for a hearing has been filed 

and the Commission has not ordered a hearing. 


The matter has been considered and it has been found, on the 
basis of the information stated in the application, that the terms 
of the proposed transaction are reasonable and fair and do not 
involve overreaching on the part of any person concerned and 
that the proposed transaction is consistent with the policies of 
Fund and with the general purposes of the Act. 


IT |S ORDERED, pursuant to Section 17(b) of the Act, that the 
proposed transfer from the Insurance Company to the Fund of 
one-half of the principal amount of the Notes acquired by the 
Insurance Company be, and is hereby exempted from the provi- 
sions of Section 17(a) of the Act, provided that such transfer is 
made prior to March 29, 1973 and at a price equal to one-half 
the price paid by the Insurance Company for the Notes together 
with any accrued interest on the Notes to be transferred 


from the date such Notes were purchased to the date of transfer. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7722/March 13, 1973 


Admin. Proc. File No. 3-4205 
In the Matter of 


RICO ARGENTINE MINING COMPANY, 
CONSOLIDATED EUREKA MINING COMPANY, 
BONNEVILLE-ON-THE-HILL COMPANY, 
GEORGE H. HOGLE, JAMES E. HOGLE, 
JAMES E. HOGLE, JR., SHERMAN B. 
HINCKLEY, R. GORDON BADER, 
DONALD M. HOGLE, HUGH HOGLE, AND 
BANNER MINING COMPANY 

220 Kearns Building 

Salt Lake City, Utah 84101 

(812-3412) 


NOTICE OF FILING OF APPLICATION (1) PURSUANT TO 
SECTION 17(b) FOR ORDER EXEMPTING TRANSACTION 
FROM THE PROVISIONS OF SECTION 17(a); AND (2) PUR- 
SUANT TO SECTION 17(d) AND RULE 17d-1 THEREUNDER 
FOR ORDER AUTHORIZING PARTICIPATION IN TRANS- 
ACTION 


NOTICE IS HEREBY GIVEN that Rico Argentine Mining Com- 
pany (“Rico”), Consolidated Eureka Mining Company (‘Con- 
seureka’’), Bonneville-On-The-Hill Company (‘Bonneville’), 
George H. Hogle, James E. Hogle, James E. Hogle, Jr., Sherman 
B. Hinckley, R. Gordon Bader, Donald M. Hogle and Hugh Hogle 
(hereinafter referred to collectively as “Participants’’) have filed 
an application pursuant to Section 17(d) of the Investment Com- 
pany Act of 1940 (the ‘‘Act’’) and Rule 17d-1 thereunder for an 
order permitting their participation in the proposed acquisition 
by American Metal Climax, Inc., (““Amax"’) of Banner Mining 
Company (“Banner’’), by means of the merger of Banner with 
Amax Copper Mines, Inc. (‘“AMC’’), a Delaware corporation and 
a wholly owned subsidiary of Amax. Banner, Ricco and Conseu- 
reka have also applied for an order under Section 17(d) of the 
Act exempting the proposed transaction from Section 17(a) of the 
Act to the extent that such transaction may involve a purchase 
and sale of securities between Rico and Banner or between Con- 
seureka and Banner. All interested persons are referred to the 
application on file with the Commission for a statement of the 
representations therein, which are summarized below. 


The Parties and Holdings of Banner Stock 


By orders dated December 9, 1970 and December 15, 1970, re- 
spectively, (Investment Company Act Release Nos. 6282 and 
6290) the Commission granted to Rico and Conseureka a tem- 
porary exemption from the provisions of Section 7 of the Act 
until such time as the Commission should act on each of their re- 
spective applications for orders of the Commission pursuant to 
Section 3(b)(2) of the Act declaring that Rico and Conseureka 
each is primarily engaged in a business or businesses other than 
that of investing, reinvesting, owning, holding or trading in secu- 
rities through controlled companies conducting similar types of 
businesses. These orders had the effect, among others, of treating 
Rico and Conseureka each as an “‘investment company” within 
the meaning of Section 3(a)(3) of the Act and subjecting Rico 
and Conseureka and other persons in their relations and transac- 
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tions with each, with certain specified exceptions, to all provi- 
sions of the Act (including Sections 17(a), 17(b) and 17(d) of 
the Act and the Rules and Regulations thereunder) as though 
Rico and Conseureka were each a registered investment company. 


Banner, a Nevada corporation, has been primarily engaged in hold- 
ing, exploring for and developing mineral properties, and its in- 
come has been primarily derived from advanced production royal- 
ties, payments under a mining and milling contract, and sales of 
mineral properties under contracts of sale and lease option agree- 
ments. Banner's principal assets are its mineral properties located 
in Pima County, Arizona. These properties are leased to The Ana- 
conda Company (*‘Anaconda’”’) under a long-term lease agree- 
ment, and payments under that lease have been Banner's principal 
source of revenue since 1968. Banner has outstanding 6,960,360 
shares of common stock with a par value of $.0833 a share, of 


which 731,532 shares (approximately 10.51%) are owned by Rico. 


By reason of such holdings Banner is an affiliated person of Rico 
as defined in Section 2(a)(3) of the Act. The common stock of 
Banner is listed on the Inter-mountain Stock Exchange, Salt Lake 
City, Utah. 


Amax, a New York corporation, is engaged in the exploration for 
and mining of ores and minerals and smelting, refining and other 
treatment of minerals and metals. Its principal products are 
molybdenum, aluminum, iron ore, coal, copper, led, zinc and 
potash. Amax does not mine copper in the United States. Amax 
also fabricates and markets various aluminum products. In addi- 
tion, Amax has substantial foreign operations and investments in 
other mining companies. At December 31, 1972, Amax had out- 
standing 786,868 shares of Series A Convertible Preferred Stock, 
par value $1 per share, and 23,692,011 shares of common stock, 
par value $1 per share. The Amax Series A Convertible Preferred 
Stock and Amax common stock are listed on the New York 
Stock Exchange. 


Bonneville owns 15.26% of the common stock of Rico, which, in 
turn, owns 13.68% of the outstanding common stock of Conseu- 
reka. George H. Hogle owns 106,315 shares (10.96%) of the out- 
standing common stock of Rico and 492,833 shares (12.26%) of 
the outstanding common stock of Conseureka; James E. Hogle 
owns 78,072 shares (8.05%) of the outstanding common stock of 
Rico, and is the president and a director of Conseureka; James 

E. Hogle, Jr. is vice president and a director of Rico; Sherman 

B. Hinckley is a director of both Rico and Conseureka, the presi- 
dent of Rico and vice president of Conseureka; R. Gordon Bader, 
Donald M. Hogle and Hugh Hogle each serve Bonneville as a di- 
rector. As a result of their described relationships, Rico and Con- 
seureka, each treated as a registered investment company, are each 
an affiliated person of the other, as defined in Section 3(a)(3); 
Bonneville is an affiliated person of Rico; George H. Hogle, James 
E. Hogle and Sherman B. Hinckley are each an affiliated person 
of Rico and Conseureka; James E. Hogle, Jr. is an affiliated per- 
son of Rico; and R. Gordon Bader, Donald M. Hogle and Hugh 
Hogle are each an affiliated person of an affiliated person (Bon- 
neville) of Rico. 


The shareholdings of the Participants in Banner and the percent- 
age interest represented thereby as shown in the application are 
set forth in the following table: 


% of 3,960,360 shares 


Number of Banner of Banner stock 


Participant Shares Owned* outstanding 
Rico 731,532 10.51 
Conseureka 59,224 .85 
Bonneville 339,120 4.87 
G. H. Hogle 13,080 .19 
J. E. Hogle** 23,150 .33 
J. E. Hogle, Jr. 19,440 .28 
S. B. Hinckley 10,800 .16 
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% of 3,960,360 shares 


Number of Banner of Banner stock 


Participant Shares Owned* outstanding 
R. G. Bader 500 .01 
D. M. Hogle 21,090 .30 
H. Hogle 17,740 .25 
Total 1,235,676 17.75 


* 


Includes shares owned by wives and minor children 
** J. E. Hogle disclaims beneficial ownership of these shares. 


The Proposed Merger 


As a result of the proposed merger, Banner will become a wholly- 
owned subsidiary of Amax under the name Amax Copper Mines, 
Inc. 


In general the proposed merger involves the following steps: 


1. Amax owns all of the outstanding capital stock of ACM con- 
sisting of one share of common stock, par value $1,000 per share. 
The authorized capital stock of ACM consists of 10,000 shares of 
such common stock. 


2. ACM will merge into Banner, which shall be the surviving 
company with the name Amax Copper Mines, Inc. Upon the effec- 
tiveness of the merger each outstanding share of common stock of 
Banner will be converted into 0.137553 of a share of Amax Series 
A Convertible Preferred stock (0.139479 of a share if the Banner 
merger occurs after May 10, 1973); and the issued and outstanding 
share of capital stock of ACM owned by Amax will be converted 
into 300,000 shares of common stock, par value $0.8-1/3 per share 
of the surviving corporation, Banner. 


Each share of Amax Series A Convertible Preferred Stock is entitled 
to one vote on all matters submitted to Amex shareholders, is con- 
vertible into 2.43351 shares of Amax common stock, and is entitled 
to a preferred cumulative annual dividend of $5.25. The Series A 
Convertible Preferred Stock is not redeemable by Amax prior to 
September 1, 1976 but is redeemable at $105.00 commencing on 
that date; the redemption price will then be reduced by $1.25 
biennially until September 1, 1984, at which date it will become 
and remain at $100.00 


3. The stockholders of Banner will be notified promptly of the 
effective date of the merger after it has been consummated, and will 
be advised as to the procedure for surrender and exchange of their 
certificates representing Banner common stock for share certificates 
representing Amax Series A Convertible Preferred Stock. No divi- 
dends or other distribution payable to holders of Series A Con- 
vertible Preferred Stock will be paid to the holders of certificates 
formerly representing shares of Banner common stock until they 
surrender their certificates to the Exchange Agent, at which time 
they will receive any such dividends and other distributions to 
which they are entitled, without interest. No fractional shares of 
Amax Series A Convertible Preferred Stock will be issued. Instead, 
a holder of Banner stock entitled to a fractional interest in Series 
A Convertible Preferred Stock shall for a period not exceeding 60 
days following the effective date of the merger have the election at 
the time of the surrender of his certificate, through the Exchange 
Agent, to (1) sell such interest or (2) purchase any additional frac- 
tional interest necessary to make up a full share of Amax Series A 
Convertible Preferred Stock. After the expiration of such period the 
Exchange Agent will, as agent for the holders of the then unsur- 
rendered Banner common stock certificates who are entitled to 
fractional interests, sell shares of Series A Convertible Preferred 
Stock equivalent to the total number of such shares represented by 
such fractional share interests. Thereafter and until’ the expiration 
of three years after the effective date of the merger the Exchange 
Agent will pay to such holders on surrender of their Banner certif- 
icates, their pro rata share of the net proceeds of such sale and any 
dividend payments in respect of the shares so sold, but without 
interest. After such three years period any such funds remaining 























in the hands of the Exchange Agent shall be transferred to and be- 
come the property of Amax. 


The merger agreement, which has been approved by the boards of 
directors of Banner, Amax and ACM, is to be submitted for approv- 
al by the stockholders of Banner at a special meeting of Banner's 
stockholders. The affirmative vote of the holders of a majority of 
the outstanding common stock of Banner is required to authorize 
the proposed merger. 


Under Nevada law, stockholders of Banner do not have appraisal or 
similar rights in the event they dissent from the proposed merger. 
Certain of Banner's employees are expected to remain with Banner 
following the merger. However, Amax is not entering into employ- 
ment contracts in connection with the merger. 


If the Banner merger is consummated, Amax and Anaconda intend 
to contribute their respective interests in the aforesaid lease (of 
Banner's Pima County properties to Anaconda) to a partnership 
formed by them. Banner's Pima County mining properties, includ- 
ing its Twin Buttes mine, will, therefore, no longer be subject to the 
lease but rather will be developed in accordance with the new part- 
nership arrangements. Amax and Anaconda intend to develop and 
expand the Twin Buttes mining operations following the merger, 
and such development and expansion is expected to involve ex- 
penditures in excess of $200,000,000 over the next three years. 


Amax also proposes to acquire Tintic Standard Mining Company, 

a Utah corporation (‘‘Tintic’’), following the Banner merger. Tintic 
holds 11.33% of the outstanding common stock of Banner, and 
Tintic, U-Tex Oil Company, an affiliated company of Tintic, and 
Tintic’s directors and their families own in the aggregate approxi- 
mately 30% of the outstanding common stock of Banner. Amax’s 
acquisition of Tintic is not a condition of the Banner merger, al- 
though Amax will not acquire Tintic unless the Banner merger 
occurs. The terms of the Tintic merger call for each share of Tintic 
common stock to be converted into 0.108671 of a share of Amax 
Series A Convertible Preferred Stock, representing (1) the per share 
portion of the Amax Series A Convertible Preferred Stock which 
Tintic will receive in respect of its Banner shares as a result of the 
Banner merger (/.e. 0.095161 of a share of Amax Series A Converti- 
ble Preferred Stock for each share of Tintic common stock) and 

(2) an additional 0.013510 of a share of Amax Series A Convertible 
Preferred Stock attributable to Tintic’s other assets. For purposes of 
determining the number of shares of Amax Series A Convertible 
Preferred Stock issuable for such other assets, those assets were 
valued at their book value as of December 31, 1971 and, for this 
purpose, the Amax Series A Convertible Preferred Stock was taken 
into the calculation at $95 per share. 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken togeth- 
er, provide, as here pertinent, that it shall be unlawful for an affili- 
ated person of a registered investment company or an affiliated per- 
son of such a person, acting as principal, to participate in or effect 
any transaction in connection with any joint enterprise or arrange- 
ment in which any such registered investment company is a partic- 
ipant unless an application regarding such enterprise or arrange- 
ment has been filed with the Commission and granted by an order 
of the Commission; and that in passing upon such application the 
Commission shall consider whether the participation of such reg- 
istered investment company is consistent with the provisions, policies 
and purposes of the Act and the exten: to which such participation 
is on a basis different frem or less 2dvantageous than that of other 
participants. The Participants intend to participate in the Banner 
merger, including the probable voting of their shares in favor of the 
merger, and they would upon the merger receive Amax Series A 
Convertible Preferred Stock in exchange for their shares of Banner. 
Thus, the Participants, including Rico and Conseureka, will be 
carrying out a joint arrangement within the meaning of Section 
17(d) and Rule 17d-1 to dispose of Banner stock and to acquire 
Amax Series A Convertible Preferred Stock. Section 17(d) and the 
Rule are therefore applicable and require that an application 


regarding the proposed joint arrangement be filed with and granted 
by the Commission prior to the taking of any action. 


Section 17(a) of the Act, in pertinent part, makes it unlawful for an 
affiliated person of a registered investment company to purchase 
securities from or sell securities to such registered company or a 
company controlled by such registered company. Section 17(b) 
provides for the granting of an exemption from such prohibition if 
evidence establishes that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any person con- 
cerned and are consistent with the investment policies of such reg 
istered investment company and the general purposes of the Act. 
To the extent that the proposed Banner merger may involve the 
purchase and sale of securities as between either Rico or Conseureka 
and Banner, it must meet the requirements of Section 17(b). 


In support of the request for an order pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, the applicant states that none 
of the Banner shareholders will participate in the proposed Banner 
merger on a basis different from or less advantageous than that of 
any other Banner shareholder, including Rico and Conseureka; and 
that there is nothing in the terms, conditions or circumstances of 
the proposed Banner merger which would make participation of 
Rico, Conseureka, Banner or of the Participants inconsistent in any 
way with the provisions, policies and purposes of the Act. 


With respect to the request for an order pursuant to Section 17(b) of 
the Act, the application states that the proposed transaction was 
negotiated at arms-length; that there is no affiliation between Amax 
or any of its subsidiaries on the one hand and Banner or any of 
Banner's affiliates on the other; and that the proposed transaction is 
fair t6 all Banner shareholders. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 6, 1973, at 5:30 p.m., submit to the Commis- 
sion in writing a request for a hearing on the matter, accompanied 
by a statement as to the nature of his interest, the reasons for such 
request and the issues of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission shall order 
a hearing thereon. Any such communication should be addressed 
Secretary, Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or by 
mail (air mail if the person being served is located more than 500 
miles from the point of mailing) upon applicants at the address 
stated above. Proof of such service (by affidavit or in case of an at 
torney-at-law by certificate) shall be filed contemporaneously with 
the request. At any time after said date, as provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an order 
disposing of the application herein may be issued by the Commission 
upon the basis of the information stated in said application unless 
an order for hearing upon said application shall be issued upon re- 
quest or upon the Commission’s own motion. Persons who request 
a hearing or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7723/March 14, 1973 


Admin. Proc. File No. 3-4013 
In the Matter of 
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THE VALUE LINE DEVELOPMENT CAPITAL CORPORATION 
5 East 44th Street 
New York, New York 10017 


and 


COAXIAL COMMUNICATIONS, INC. 
COAXIAL HOLDINGS, INC. 

5111 Ocean Boulevard 

Sarasota, Florida 33581 

(812-3240) 


NOTICE OF APPLICATION FOR ORDER PURSUANT TO SEC- 
TION 17(d) OF THE ACT AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that The Value Line Development 
Capital Corporation, a New York corporation (‘Value Line’’), 
registered under the Investment Company Act of 1940 (‘‘Act’’) 
as a closed-end management investment company, Coaxial Com- 
munications, Inc., a Delaware corporation (‘Old Coaxial’’), and 
Coaxial Holdings, Inc., a Delaware corporation (‘‘New Coaxial’’), 
have filed an application pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder for an order of the Commission per- 
mitting the joint participation of Value Line, affiliated persons of 
Value Line, and affiliated persons of such persons in a proposed 
reorganization of Old Coaxial. All interested persons are referred 
to the application of file with the Commission for a statement of 
the representations made therein, which are summarized below. 


Old Coaxial has been engaged, through subsidiary corporations, in 
the business of constructing, owning, and operating cable televi- 
sion systems pursuant to franchises issued by numerous com- 
munities. The activities of Old Coaxial have been financed, in 
part, by the sale of $1,700,000 principal amount of bonds pur- 
suant to a First Mortgage and Collateral Trust Indenture dated as 
of January 1, 1970 (the “‘Indenture’’). The bonds are owned by 
Continental Assurance Company (‘‘Assurance’’) and Continental 
Casualty Company (‘‘Casualty’’). In addition, Assurance and 
Casualty each own 22 shares of the 1,144 issued and outstanding 
shares of Common Stock of Old Coaxial and other Old Coaxial 
notes and agreed to provide additional financing for Old Coaxial. 


The Indenture contains restrictions on any additional financing 
for Old Coaxial through debt or equity programs. The develop- 
ment of new cable television system franchises obtained by cer- 
tain of Old Coaxial’s subsidiary corporations depends, however, 
upon freeing such subsidiary companies from these restrictions. 
The shareholders of Old Coaxial have, therefore, agreed to a re- 
organization of Old Coaxial pursuant to which the stock of cer- 
tain subsidiary corporations of Old Coaxial would be transferred 
to New Coaxial, which was created for the purpose of holding 
such stock, for stock of New Coaxial which would be issued pro 
rata to the shareholders of Old Coaxial. This agreement is em- 
bodied in a letter agreement dated July 13, 1971 (the “Agree- 
ment’), which has been signed by all of the shareholders of Old 
Coaxial except Value Line. 


Value Line owns 90 shares (7.8%) of the outstanding common 
stock of Old Coaxial. Neither Value Line, any affiliated person 

of Value Line, nor any affiliated person of any affiliated person 
of Value Line, other than affiliated persons of Old Coaxial or 
New Coaxial, owns any other securities of Old Coaxial or rights, 
warrants or options to purchase securities in New Coaxial. Neither 
Value Line nor any affiliated person of Value Line is affiliated 
with any affiliated person of Old Coaxial or New Coaxial other 
than through Value Line’s above-described ownership interest. 


The Agreement also provides for the substitution of New Coaxial 
for Old Coaxial on one of the Old Coaxial notes held by Con- 
tinental and Assurance and for the guarantee by New Coaxial of 
the other Old Coaxial notes held by Continental and Assurance. 
Where these notes are convertible into shares of stock of Old 
Coaxial they would, instead, become convertible into shares 
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of Common Stock of New Coaxial on the same basis. 


Pursuant to the Agreement, the shareholders of Old Coaxial would, 
by their signature, give their consent to three separate agreements 
among Old Coaxial, New Coaxial, and certain corporations owned 
by Barry Silverstein and Lorenzo B. St. Jacques, who are, respec- 
tively, the owners of 542 shares (4.7%) and 15 shares (1%) of 
the 1,144 issued and outstanding shares of Old Coaxial. Silver- 
stein was the Chairman of the Board of Directors of Old Coaxial 
from February 19, 1969 to September 1, 1971, and St. Jacques 
was a director of Old Coaxial from February 24, 1969 to Septem- 
ber 1, 1971, was a president of Old Coaxial at one time, and as 
of the date of the Agreement was a vice president of both Old 
Coaxial and New Coaxial. 


The Agreement was negotiated between management of Old 
Coaxial (on behalf of all parties thereto other than Assurance, 
Continental and Value Line) and officers and employees of Con- 
tinental and Assurance. It was subsequently executed by all par- 
ties to the Agreement other than Value Line. 


Under one of the separate agreements, Micanopy Cable TV Inc., 
subsidiary of Old Coaxial, would sell to Coaxial Construction Cor- 
poration (“‘Construction’’), a company wholly owned by Silverstein 
and St. Jacques, certain construction equipment and other proper- 
ty used for the construction and installation (as distinguished 
from the maintenance and repair) of community antenna tele- 
vision systems or cable television system. The property would be 
sold at book value, less depreciation, for items acquired prior to 
December 13, 1970, and at cost for items purchased after Decem- 
ber 31, 1970. 


Under another of such agreements among Construction, New 
Coaxial, and Cablenet International Corporation (Delaware), a 
company wholly-owned by Silverstein, (i) Construction would pro- 
vide design and cable TV construction services to New Coaxial and 
Cablenet on a non-discriminatory basis and give priority to those 
corporations before all third parties; (ii) Cablenet would not own 
any communication antenna equipment or furnish any antenna 
equipment during a term ending December 31, 1981 without New 
Coaxial’s consent; and (iii) New Coaxial would not provide pro- 
gramming services to any third parties without Cablenet’s consent 
during such term. 


The third of such agreements would be among Coaxial Scientific 
Corporation (a wholly-owned subsidiary of Old Coaxial and one of 
the companies whose shares are to be transferred to New Coaxial), 
New Coaxial, Construction, and Cablenet. Pursuant to this agree- 
ment Coaxial Scientific would provide services, inventions, formu- 
las, processes, knowledge and “‘know-how” on a non-discriminatory 
basis to each of New Coaxial and Construction during a term end- 
ing on December 31, 1981, subject to certain expense provisions 
governing compensation to be paid by Construction and/or Cable- 
net to Coaxial Scientific. 


Under Section 2(a)(3) of the Act, “affiliated person’’ of another 
person means, in part, any person owning 5 per centum or more 
of the outstanding voting securities of such other person, any 
person 5 per centum or more of whose outstanding securities are 
owned by such other person, and any officer or director of such 
other person. Since Value Line owns 7.8% of the outstanding 
common stock of Old Coaxial, each is an affiliated person of the 
other, and each officer or director of Old Coaxial is an affiliated 
person of an affiliated person of Value Line subject to the pro- 
hibitions of Section 17(d) and Rule 17d-1. 


Insofar as it is applicable here, Section 17(d) of the Act and Rule 
17d-1 thereunder prohibit an affiliated person of a registered in- 
vestment company, or an affiliated person of such affiliated per- 
son, from effecting any transactions in connection with any joint 
enterprise or other joint arrangement in which such registered in- 
vestment company is a participant unless permitted by the Com- 
mission after the Commission has considered whether the partic- 
ipation of the registered investment company in the joint enter- 
prise or joint arrangement on the basis proposed is consistent with 
the provisions, policies, and purposes of the Act and the extent 








nt 


> of 
al), 








to which such participation is on a basis different from, or less 
advantageous than, that of other participants. Since the proposed 
reorganization will be a transaction effected jointly by Value Line, 
affiliated persons of Value Line, and affiliated persons of such 
persons, an application for a Commission order pursuant to Sec- 
tion 17(d) and Rule 17d-1 is required. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 6, 1973 at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed to 
be controverted, or he may request he be notified if the Commis- 
sion should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 20549. A copy 
of such request shall be served personally or by mail (air mail if 
the person being served is located more than 500 miles from the 
point of mailing) upon applicants at the addresses stated above. 
Proof of such service (by affidavit, or in case of an attorney at 
law, by certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order dis- 
posing of the application herein may be issued by the Commission 
upon the basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued upon re- 
quest or upon the Commission’s own motion. Persons who request 
a hearing, or advice as to whether a hearing is ordered, will re- 
ceive notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7724/March 16, 1973 


ADOPTION OF AMENDMENT TO RULE 31a-2(f) UNDER THE 
INVESTMENT COMPANY ACT OF 1940 TO PERMIT MICRO- 
FILMING OF BOOKS AND RECORDS UNDER CERTAIN 
SPECIFIED CONDITIONS 


The Securities and Exchange Commission today announced the 
adoption of an amendment to Rule 31a-2(f) under the Invest- 
ment Company Act of 1940 to permit, under certain specified 
conditions, the books and records of registered investment com- 
panies to be initially maintained and preserved in microfilm form 
in lieu of hard copy records. 


On November 14, 1972, in Investment Company Act Release No. 
7486, the Commission published its proposed to amend Rule 
31a-2(f). It has considered the comments and suggestions in re- 
sponse to that proposal and now adopts the amendment to the 
rule in the form set forth below. 


Prior to this amendment, Rule 31a-2 required the preservation in 
hard copy form of all records required to be maintained and pre- 
served by Rule 31a-1, except that the provisions of paragraph 
(f(1) of Rule 31a-2 permitted the substitution of microfilm after 
a period of three years following the creation of the hard copy 
record. 


By the amendment, the hard copy maintenance and preservation 
requirements would be relaxed to permit the microfilming process 
to be used for the initial maintenance of records, and to authorize 
compliance with the preservation requirements of Rule 31a-2 in 
the form of immediate microfilm substitution for the hard copy 
record. It is a condition of amended Rule 31a-2(f)(1) that a 
registered investment company availing itself of this procedure, or 


on whose behalf such procedure is employed, shal! have readily 
available at all times appropriate reader-printer equipment for 
examination of the records by the Commission and its examiners 
or other representatives, or by the directors of the investment 
company, as well as equipment for hard copy reproduction to be 
promptly furnished upon request of the directors or of the Com 
mission and its examiners or other representatives. Moreover, as 
added protection against possible loss of records, the amended 
rule provides that a duplicate copy be made of al! microfilm on 
a current basis and that such copy be stored separately from the 
Original 


Books and records required to be maintained and preserved by 
investment advisers to registered investment companies pursuant 
to paragraphs (e) and (f) of Rule 31a-1 and paragraphs (d) and 
(e) of Rule 31a-2 are not encompassed by amended Rule 31a-2(f) 
The books and records of such investment advisers were formerly 
encompassed by the microfilm substitution provision former para- 
graph (f)(1) of Rule 31a-2 and they become subject to the main 
tenance provisions of paragraph (g) of Rule 204-2 under the In- 
vestment Advisers Act of 1940 as a result of the amendment to 
Rule 31a-2(f). Rule 204-2(g) permits the substitution of micro- 
film for hard copy books and records of all registered investment 
advisers after a period of two years following the creation of 
hard copy record. 


Persons who desire to avail themselves of the provisions of the 
amended rule might, for general guidance on the matter of micro- 
film quality and care, refer to Items 5(g) & (h) under the caption, 
“General Instructions” contained in the Commission’s Accounting 
Series Release No. 84. 


STATUTORY BASIS 

Acting pursuant to the provisions of the Investment Company 
Act of 1940, and particularly Sections 31(a) and (c) and 38(a) 
thereof, the Securities and Exchange Commission hereby amends 
Rule 31a-2(f) as set forth below effective March 30, 1973 


TEXT OF AMENDED RULE 31a-2(f) 


(f)(1) The records required to be maintained and preserved pur 


suant to paragraphs (a) through (c) of Rule 31a-2 may be im- 
mediately produced or reproduced on microfilm and be 
maintained and preserved for the required time in that form 


If such microfilm substitution for hard copy is made by, or 
on behalf of, an investment company, such investment com 
pany shall (i) at all times have available for examination of its 
records by the Commission, pursuant to Section 31 of the In- 
vestment Company Act of 1940, or by the directors of such 
investment company, facilities for immediate, easily readable 
projection of the microfilm and for producing easily readable 


facsimile enlargements, (ii) arrange the records and index and 
file the films in such a manner as to permit the immediate 
location of any particular record, (iii) be ready at al! times to 


provide, and immediately provide, any facsimile enlargement 
which the Commission, by its examiners or other representa- 
tives, or the directors of such investment company may re- 
quest, and (iv) store separately from the original one other 
copy of the microfilm for the time required 


(2) Notwithstanding the provisions of paragraphs (a) through (e) 
above, any record, book or other document may be destroyed 
in accordance with a plan previously submitted to and ap 
proved by the Commission. A plan shal! be deemed to have 
been approved by the Commission if notice to the contrary 
has not been received within 90 days after submission of the 
plan to the Commission 


By the Commission 


Ronaid F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7725/March 15, 1973 


Admin. Proc. File No. 3-4173 
In the Matter of 


MORGAN STANLEY & CO. INCORPORATED 
140 Broadway 

New York, New York 10005 

(812-3386) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANT- 
ING EXEMPTION FROM SECTION 30(f) OF THE ACT TO 
THE EXTENT THAT IT ADOPTS SECTION 16(b) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


Morgan Stanley & Co. Incorporated (‘Applicant’), a prospective 
co-manager with E. F. Hutton & Company, Inc. and Bateman 
Eichler, Hill Richards, Incorporated of a group of underwriters 

of a proposed public offering of shares of Common Stock of Pa 
cific American Income Shares, Inc. (the ‘‘Company”), a registered 
closed-end, diversified management investment company, has filed 
an application pursuant to Section 6(c) of the Investment Com- 
pany Act of 1940 (‘‘Act’’) for an order exempting Applicant, 


E. F. Hutton & Company, Inc. and Bateman Eichler, Hill Richards, 


Incorporated and their co-underwriters from Section 30(f) of the 
Act to the extent that such Section adopts Section 16(b) of the 
Securities Exchange Act of 1934 in connection with transactions 
incidental to the distribution of Company shares. 


On February 23, 1973, the Commission issued a notice of filing 
of said application (Investment Company Act Release No. 7688), 
giving interested persons an opportunity to request a hearing and 
stating that an order disposing of the application might be issued 
upon the basis of the information stated therein unless a hearing 
should be ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that the granting 
of the requested exemption is appropriate in the public interest 
and consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from Section 30(f) be, and hereby is, 


granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7726/March 15, 1973 


Admin. Proc. File No. 3-4164 
In the Matter of 


THE PAUL REVERE VARIABLE ANNUITY CONTRACT 
ACCUMULATION FUND 


and 


THE PAUL REVERE VARIABLE ANNUITY 
INSURANCE COMPANY 

18 Chestnut Street 

Worcester, Massachusetts 01608 

(812-3360) 
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ORDER PURSUANT TO SECTION 6(c) GRANTING EXEMP- 
TION FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT 


The Pau! Revere Variable Annuity Contract Accumulation Fund 
(‘‘Fund’’), registered under the Investment Company Act of 1940 
(“Act’’) as an open-end investment company, and The Paul Revere 
Variable Annuity Insurance Company (“Insurance Company”’) 
(referred to herein as ‘‘Applicants’’), have filed an application 
pursuant to Section 6(c) of the Act for an order exempting Ap- 
plicants from the provisions of Section 22(d) of the Act. 


The Commission on February 16, 1973, issued a notice (Invest- 
ment Company Act Release No. 7674) of the filing of the appli- 
cation. The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the matter 
might be issued on the basis of the information stated therein un- 
less a hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the requested 
exemption is appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act that said 
application be and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7727/March 16, 1973 


Admin. Proc. File No. 3-4206 

In the Matter of 

LIFE INSURANCE COMPANY OF NORTH AMERICA 
and 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
SEPARATE ACCOUNT A 

1600 Arch Street 

Philadelphia, Pennsylvania 19101 

(812-3376) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) FOR 
EXEMPTION FROM SECTIONS 22(d), 26(a) AND 27(c)(2) AND 
PURSUANT TO SECTIONS 11(a) AND 11(c) FOR APPROVAL 
OF EXCHANGE OFFER 


NOTICE iS HEREBY GIVEN that Life Insurance Company of 
North America (‘“LINA”’), a stock life insurance company organ- 
ized under the laws of the State of Pennsylvania, and Life Insur- 
ance Company of North America Separate Account A (‘Separate 
Account"’), a unit investment trust registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’), (hereinafter called ‘‘Ap- 
plicants’’), have filed an application pursuant to Section 6(c) of 
the Act for an order of the Commission exempting Applicants 
from certain provisions of Sections 22(d), 26(a) and 27(c)(2) of 
the Act, and for approval of an offer of exchange under Sections 
11(a) and 11(c), as described below. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations therein which are summarized 
below. 
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LINA established Separate Account on June 18, 1968, pursuant 
to the laws of Pennsylvania, as a facility through which it sets 
aside and invests assets attributable to variable annuity contracts 
(“Contracts”) issued by LINA to certain persons who qualify for 
tax deferred benefits under Sections 401, 403(a) and 403(b) of 
the Internal Revenue Code of 1954, as amended (“‘Code’’). Ap- 
plicants also offer variable annuity contracts to persons who may 
not qualify for similar tax treatment. Under Pennsylvania law, 

the income, gains and losses of Separate Account are credited to 
or charged against the amounts allocated to it in accordance with 
the Contracts, without regard to any other income, gains or losses 
of LINA or arising out of any other business LINA may conduct. 


Net purchase payments under Contracts issued by LINA are al- 
located to one of five divisions of the Separate Account and are 
invested in shares of Decatur Income Fund, Inc., National In- 
vestors Corp., Oppenheimer Fund, Inc., Trustees’ Equity Fund 

or Dreyfus Third Century Fund (collectively called ‘‘Fund” or 
“Funds’’), which are open-end, diversified management invest- 
ment companies registered under the Act. Purchasers of Contracts 
may also allocate a portion of their net purchase payments to the 
LINA fixed accumulation account to provide for a fixed annuity. 


In the event the shares of any Fund become unavailable or if in 
the opinion of LINA the investment policies or other policies of 
such Fund are no longer compatible with the objectives of the 
Contracts offered by Applicants, LINA may, with the prior ap- 
proval by a majority of the votes cast by persons having a voting 
interest in the affected Fund and the prior approval of the Secu- 
rities Exchange Commission, substitute such Fund with another. 


Section 11(a) of the Act provides that it shall be unlawful for any 
registered open-end company or any principal underwriter for 
such a company to make or cause to be made an offer to the 
holder of a security of such company or of any other open-end 
investment company to exchange his security for a security in 
the same or another such company on any basis other than the 
relative net asset values of the respective securities to be ex- 
changed, unless the terms of the offer have first been submitted 
to and approved by the Commission. Section 11(c) provides that, 
irrespective of the basis of exchange, the provisions of subsection 
(a) shall be applicable to any type of offer of exchange of the 
securities of registered unit investment trusts for the securities of 
any other investment company. 


Applicants request an order under Sections 11(a) and 11(c) to 
permit, under the Group Variable Annuity Contract, the Single 
Premium Deferred Variable Annuity Contract, the Installment 
Premium Variable Annuity Contract and the Flexible Premium 
Variable Annuity Contract, the transfer of the total value of a 
Separate Account Division to another Separate Account Division 
prior to the annuity starting date, provided that no transfer may 
be made within one year of a previous transfer or within a year 
from date of issue of the contract, except that a final transfer 
may be made one month prior to the date annuity payments 
commence without regard to the one year limitation. This sub- 
stitution of shares of one underlying Fund for the shares of 
another participating Fund will be on the basis of relative net 
asset value of the Funds without an additional sales charge or 
administrative charge. 


Applicants represent that the right to substitute the shares of one 
underlying Fund for another will permit the contract owner or 
participant to choose a Fund having different investment objec- 
tives from those of the Fund which was previously selected, such 
objectives being more suitable to the participant's retirement 
needs than the other. 


Applicants request exemptions from the following provisions of 
the Act to the extent set forth below: 


Section 22(d) of the Act provides, in pertinent part, that no 
registered investment company shall sell any redeemable security 


issued by it to any person except at a current public offering 
price described in the prospectus. 


1. Applicants wish to permit, with the exception of the Single 
Premium Immediate Variable Annuity Contract, transfer of the 
total or partial value of the fixed accumulation account to a 
specified Separate Account Division prior to the ar:nuity starting 
date, provided that no transfer may be made within one year of 
a previous transfer or within one year from the date of issue of 
the contract and no partial transfer may be made if the value of 
the account from which amounts are transferred is less than 
$250 after such transfer. Any such transfer would be made with- 
out the imposition of any additional sales and administrative 
charge. Applicants request an exemption from Section 22(d) to 
the extent necessary to permit such transfer without the imposi- 
tion of a sales and administrative charge. 


Applicants represent that the imposition of an additional sales 

and administrative charge would be inequitable, because a sales 
and administrative charge has already been paid with respect to 
the amounts being transferred. Imposition of an additional charge 
would subject some participants to higher charges than others who 
had paid the exact same amount of dollars under an identical 
contract. 


2. Applicants wish to permit, in the case of single premium 
immediate and deferred variable annuity contracts, transfer to 
said contracts of amounts payable under contracts of Life Insur- 
ance Company of North America, INA Life Insurance Company 
of New York and INA Life Insurance Company or any other life 
insurance company affiliated with Life Insurance Company of 
North America, at a reduced charge of 1% for sales and admin- 
istrative expense. Life Insurance Company of North America and 
INA Life Insurance Company are wholly owned subsidiaries of 
Insurance Company of North America and INA Life Insurance 
Company of New York is a wholly owned subsidiary of Life In- 
surance Company of North America. Applicants request an ex- 
emption from Section 22(d) to the extent necessary to permit 
such transfers at the reduced sales and administrative charge. 


Applicants’ single premium immediate and deferred variable an- 
nuity contracts provide for deductions of 8.5% of the first 
$20,000 of payment; 6% of the next $30,000 of payment; and 
4% of the amount of payment in excess of $50,000. Of the ap- 
plicable deduction, 6%, 6% and 4% respectively are for sales ex- 
penses, and the balance of 2.5% with respect to the first $20,000 
of payment is for administrative expenses. With respect to pay- 
ments made under single premium immediate and deferred varia- 
ble annuity contracts of Life Insurance Company of North Amer- 
ica and other life insurance companies listed above, a deduction 
of 1% of the payment would be charged with 0.5% representing 
sales charge and 0.5% representing administrative expenses 


Applicants represent that reduction of the sales and administrative 
expense charge in the instant case would be consistent with the 
policies of the Act and would result in no unfair discrimination 
among participants. 


Sections 26(a) and 27(c)(2) provide, in pertinent part, that peri- 
odic payment plan certificates of a unit investment trust may not 
be sold unless the proceeds of all payments, other than sales 
loads, are deposited with a qualified bank as trustee or custodian 
and are held under an agreement of custodianship. Under the Act, 
such agreement must provide, in pertinent part, that (i) the cus- 
todian bank shall have possession of all property of the unit in- 
vestment trust and shall segregate and hold the same in trust; (ii) 
that the custodian bank shall not resign until either the unit in- 
vestment trust has been liquidated or a successor custodian has 
been appointed; (iii) that the custodian may collect fees from 
the income and, if necessary, from the corpus of the unit invest- 
ment trust for services performed and reimbursement of expenses 
incurred; and (iv) that no payment to the depositor or principal 
underwriter shali be allowed the custodian bank as an expense 
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except a fee, not exceeding such reasonable amount as the Com- 
mission may prescribe, as compensation for performing book- 
keeping and other administrative services normally performed by 
the custodian. 






All assets of Life Insurance Company of North America Separate 
Account A are held by National Boulevard Bank of Chicago, 
Chicago, IIlinois, in custody for safekeeping pursuant to the terms 
of a written agreement. An exemption is requested from Sections 
26(a) and 27(c)(2) of the Act to the extent necessary to permit 
assets of Separate Account A to be held in custody for safekeep- 
ing by the Separate Account. Applicants represent that all provi- 
sions of the Act will be complied with in terminating the current 
custodian agreement, transfer of assets and implementation of 
safekeeping procedures. 


Under provisions of the Pennsylvania Insurance Laws, funds al- 
located by Life Insurance Company of North America to the 
Separate Account may not be held by the Company as trustee. 
Net purchase payments under variable annuity contracts allocated 
to the Separate Account will be invested in one of several mutual 
funds available as underlying investment mediums for the Separate 
Account. The shares of these funds are issued under an open ac- 
count arrangement without the use of stock certificates and 
ownership of mutual fund shares will be shown only on the books 
and records of the Separate Account and each mutual fund; 
ownership will not be represented by securities which would re- 
quire a custodianship for safekeeping purposes. 


Applicants consent that the order granting the requested exemp- 
tion may be subject to the conditions that: (1) any charges under 
the Contracts for administrative services shall not exceed such 
reasonable amounts as the Commission shall prescribe, and the 
Commission shal! reserve jurisdiction for such purpose, and (2) 
the payment of sums and charges out of the assets of the Separate 
Account shall not be deemed to be exempted from regulation by 
the Commission by reason of the order, provided that consent to 
this condition shall not be deemed to be a concession to the 
Commission of authority to regulate the payment of sums and 
charges out of such assets, other than charges for administrative 
services, and LINA and Separate Account reserve the right in any 
proceeding before the Commission or in any suit or action in any 
court, to assert that the Commission has no authority to regulate 
the payment of such other sums and charges. 


Section 6(c) provides that the Commission, by order upon applica- 
tion, may conditionally or unconditionally exempt any person, 
security, Or transaction or any class or classes of persons, securi- 
ties, or transactions from any provision of provisions of the Act 
and the Rules promulgated thereunder if and to the extent such 
exemption is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than April 11, 1973 at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request and the issues, if any, of fact or law proposed to 
be controverted or he may request he be notified if the Commis- 
sion should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) upon 
Applicants at the address stated above. Proof of such service (by 
affidavit or in case of an attorney at law by certificate) shall be 
filed contemporaneously with the request. At any time later than 
said date as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for hearing 
upon said application shall be issued upon request or upon the 
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Commission's own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald R. Hunt 
Secretary 





INVESTMENT ADVISERS ACT 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 366/March 13, 1973 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7720/March 13, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10037/March 13, 1973 


The Securities and Exchange Commission has ordered administra- 
tive proceedings under the Investment Advisers Act of 1940 
(Advisers Act), the Investment Company Act of 1940 and the 
Securities Exchange Act of 1934, involving Robert F. Kisfalusi 
(Registrant), d/b/a American Equity Counseling Service, Chicago, 
Illinois, a registered investment adviser. 


The proceedings, among other things, are based upon allegations 
of the Commission's staff that Registrant, during the period from 
September 1, 1972 to date, in violation of the anti-fraud provi- 
sions of the Advisers Act, gave false and misleading material in- 
formation about himself and his investment advisory service to 
newspaper reporters, thereby causing certain newspapers to pub- 
lish articles containing such information, which information was 
reasonably calculated to influence members of the public to be- 
come or remain clients of Registrant. The false information given 
by Registrant to reporters concerned such matters as the amount 
of money under Registrant's management, Registrant's perform- 
ance record in the management of clients portfolios, the amount 
of money personally made by Registrant by investing in the stock 
market, the publication of a book on the stock market written 
by Registrant, and Registrant's educational background. 


In the order the Commission's staff also alleged that during the 
period January 1, 1972 to date Registrant violated the bookkeep- 
ing rule of the Advisers Act by failing to make and keep current 
certain books and records. 


A hearing will be scheduled by further order to take evidence on 
the staff allegations and to afford the respondent an opportunity 
to offer any defenses thereto, for the purpose of determining 
whether the allegations are true and, if so, whether any action of 
a remedial nature should be ordered by the Commission. 





LITIGATION 
Litigation Release No. 5782/March 12, 1973 





Robert F. Watson, Administrator of the Fort Worth Region 
Office of the Securities and Exchange Commission, today an- 
nounced that Federal District Judge Robert M. Hill, at Dallas, 
Texas, signed an Order March 2, 1973, temporarily restraining 
Stewart Whitman, Scottsdale, Arizona, Stewart Securities Corpo- 

















jiven 
unt 


yunt 
stock 


the 
keep- 
rent 


e on 
unity 


on of 


Regiona 





ration, Dallas, Texas, a registered broker-dealer, and its parent 
Income Financial Services, Inc., Scottsdale, Arizona, from further 
violations of the Commission’s net capital rule. The Court also re- 
strained the defendants from failing to keep and maintain accurate 
and current broker-dealer books and records and from secreting, 
dissipating, or otherwise liquidating customers’ securities, monies, 
or assets in the possession of Stewart Securities Corporation. 

Judge Hill also signed an Order to Show Cause why a Trustee 
should not be appointed to liquidate the assets of Stewart Secu- 
rities Corporation for the protection of its customers. 


Judge Hill’s rulings were based upon the Commission's complaint 
and an application filed by the Securities Investor Protection 
Corporation, all of which were filed March 2, 1973. The Commis- 
sion’s complaint charged the defendants with violating the Com- 
mission’s net capital rule and the rule requiring a broker-dealer to 
maintain accurate and current books and records. The complaint 
also alleged that, unless enjoined, the defendants would secrete, 
dissipate, or otherwise liquidate customers’ securities, monies, or 
assets in the possession of Stewart Securities Corporation. 


The application filed by Securities Investor Protection Corpora- 
tion alleged that the customers of Stewart Securities Corporation 
were in need of the protection afforded them by the Securities 
Investors Protection Act of 1970 and requested that a Trustee be 
appointed to liquidate the assets of Stewart Securities Corpora- 
tion to protect its customers. 


Hearing on the Order to Show Cause and a Preliminary Injunction 
was set for March 12, 1973. 


Litigation Release No. 5783/March 12, 1973 


William D. Moran, Acting Regional Administrator for the New 
York Office and Whitney North Seymour, Jr. United States At- 
torney for the Southern District of New York announced that a 
Federal Grand Jury on February 15, 1973 filed a 5-count indict- 
ment charging six (6) defendants with conspiracy to extort 
$100,000 from two convicted stock manipulators and for making 
false declarations before a Grand Jury. One of the defendants, 
together with friends and relatives purchased $100,000 worth of 
stock in Computer Field Express Corp. in April, 1970. In July, 
1970, the stock became worthless as the company went into 
bankruptcy. 


The defendants are: 


Frank Guglielmini - 436 Fanning Street, Richmond Hill, N.Y. 
Joseph Guarnera - 176 Midland Avenue, Glen Ridge, New Jersey 
James Cavera - 40 Shepard Avenue, Richmond Hill, New York 
Joseph Pagano - 6 Jill Lane, Monsey Park, New York 

Michael Maione - 217-28 73rd Street, Queens, New York 

Frank Joseph Desisto - 2101 67th Street, Brooklyn, New York 


Litigation Release No. 5784/March 12, 1973 


Bert C. Hurn, United States Attorney for the Western District of 
Missouri, and Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commission, 
jointly announced today that on March 8, 1973, James W. Brew- 
er, Coral Gables, Florida, and, more recently, London, England, 
was sentenced to four months imprisonment by Federal District 
Judge William R. Collinson, at Kansas City, Missouri, following 
his conviction on February 13, 1973, to criminal contempt 
charges. The conviction was based on a plea of guilty entered by 
Brewer. 


Brewer had been charged in an information filed August 25, 
1971, with violating an order of permanent injunction entered 


October 18, 1968, against him and others, prohibiting further vio- 
lations of the registration provisions of the federal securities laws 
in the offer and sale of W.1.D.E., Inc. stock or any other securi- 
ties. He was alleged to have violated this order by engaging in the 
offer and sale of unregistered Continental Investment Corporation 
stock. 


In a related matter, Brewer was sentenced to two years imprison- 
ment on December 7, 1972, by the United States District Court 
at Oklahoma City, Oklahoma, for income tax violations stemming 
from the same transactions. 


For further details, see Litigation Release No. 5182. 


Litigation Release No. 5785/March 12, 1973 


John |. Mayer, Administrator of the Chicago Regional Office of 
the Securities and Exchange Commission, announced that on 
March 9, 1973 a complaint was filed in the United States District 
Court, for the District of Minnesota, at Minneapolis, against Mid- 
land Securities Corporation, a registered broker-dealer of Edina, 
Minnesota, charging violations of the net capital requirements 
under the Securities Exchange Act of 1934. In addition, the com- 
plaint also charged that Midiand Securities Corporation failed to 
give to the Commission certain telegraphic notices of its net 
capital condition and failed to file certain statements of financial 
condition in violation of reporting requirements under the Secu- 
rities Exchange Act of 1934. The complaint further charged that 
Midiand Securities Corporation failed to send to its customers 
certain reports of its financial condition as required by the Secu- 
rities Exchange Act of 1934. 


Litigation Release No. 5786/March 12, 1973 


William R. Schief, Administrator of the Washington Regional 
Office, announced today that on March 2, 1973, the Honorable 
C. Stanley Blair, Judge for the U. S. District Court for the Dis- 
trict of Maryland, entered a Final Judgment of permanent injunc- 
tion against Visionary Leadership, Inc., John Applewhite, Joseph 
L. Brisco, Sr., and Joseph Davis, all of Baltimore, Maryland, and 
Dana Ridgeway of Washington, D.C. 


The defendants are enjoined from engaging in acts and practices 
which constitute and will constitute violations of the registration 
and anti-fraud provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities Exchange Act of 1934 in 
connection with the offer and sale of interests or participations 

in a pyramid promotion scheme, which are investment contracts, 
and certificates of interest or participations in profit-sharing agree- 
ments or any securities of any other issuer. 


The defendants consented to the entry of the Order of Permanent 
Injunction without admitting or denying the allegations in the 
Commission's complaint. 


Litigation Release No. 5787/March 14, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office of the Securities and Exchange Commision, 
today announced that on March 12, 1973 Judge Harold R. Tyler, 
Jr. of the United States District Court for the Southern District 
of New York, had signed final judgments of permanent injunc- 
tion against First World Corporation, its president, Christos 
Netelkos, and two former officers of the company, George Netel- 
kos and Anthony Netelkos. Defendants First World Corporation 
and Christos Netelkos were broadly enjoined, upon consent, from 
further violations of the registration and anti-fraud provisions of 
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the federal securities laws in connection with the securities of 
First World Corporation or any other security. Additionally, the 
company has been ordered, no later than sixty (60) days after 
the entry of the injunction, to notify its shareholders in writing 
of the substance and outcome of the Commission's civil action, 
the financial condition of the company as of November 30, 1972, 
set forth by an independent certified public accountant, the num- 
ber of shares outstanding and the number of shareholders of 
record as of November 30, 1972. 


On May 10, 1972, the Commission suspended the over-the-counter 
trading in the common stock, Classes A and B, of First World 
Corporation (**FWC"’) because of the unavailability of adequate 
and accurate information concerning the business operations and 
financial condition of the company. Moreover, the staff alleged 
that the only financial information available to the investing 
public at that time was believed to be false and misleading. The 
securities of FWC had been the subjects of quotations in the Na- 
tional Quotation Bureau's ‘‘pink sheets.”’ 


FWC, successor to Tech-Line Corp. (a corporate shell), com- 
menced operations in February of 1970 and between that date 
and May 10, 1972, when the trading suspension took effect, the 
company issued eight (8) financial statements. 


On October 24, 1972, a complaint was filed in United States Dis- 
trict Court, Southern District of New York, charging FWC, Chris- 
tos Netelkos, president, officers Larry Doerfler, George Netelkos 
and Anthony Netelkos, director Merton Fiur, the public relations 
firm of Merton Fiur Associates, and accountant John Azarian 
with violations of the anti-fraud provisions of the Securities Ex- 
change Act of 1934 in connection with the preparation and dis- 
semination of six (6) fraudulent financial statements and a mis- 
leading press release. Additionally, FWC, Christos Netelkos and 
Larry Doerfler were charged with violations of the registration 
provisions of the Securities Act of 1933 in connection with the 
issuance of shares of FWC to shareholders of Mr. Swiss of 
America. 


On November 17, 1972, Judge Harold R. Tyler, Jr. signed a tem- 
porary restraining order enjoining all defendants from continuing 
violations and on November 28, 1972 preliminary injunctions 
were entered, without hearing, against FWC and Christos Netelkos 
(See Litigation Release No. 5602 dated October 29, 1972.) 


On the dates listed below Final Judgments of Permanent Injunc- 
tion were entered against the defendants indicated: 


John Azarian 

Merton Fiur 

Merton Fiur Associates 
Larry Doerfler 


November 27, 1972 
November 29, 1972 
November 29, 1972 
January 15, 1973 


(See Litigation Release No. 5641 dated November 22, 1972.) 


With the entry of the Final Judgments of Permanent Injunction 
against FWC, Christos Netelkos, George Netelkos and Anthony 
Netelkos, Final Judgments have been entered against all defend- 
ants in the case 


Litigation Release No. 5788/March 14, 1973 


William D. Moran, Acting Administrator of the New York Re 
gional Office of the Securities and Exchange Commission an 
nounced the filing of a complaint in federal court in Manhattan 
on March 9, 1973 seeking to enjoin Morgan, Kennedy & Co., Inc., 
a New York City broker-dealer with branch offices in Miami 
Beach, Florida and Chambersburg, Pennsylvania, from violating 
and Irwin Rudnet, its president, and Gerald Rudnet, its vice- 
president, from aiding and abetting violations of the credit ex 
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tension, net capital, bookkeeping, financial reporting and supple- 
mental reporting provisions of the Securities Exchange Act of 
1934 and Rules promulgated thereunder. 


On the same day, the Securities Investor Protection Corporation 
(“SIPC"’) filed an application alleging that Morgan, Kennedy was 
insolvent in that it was unable to meet its obligations as they 
came due and seeking the appointment of a trustee to liquidate 
Morgan Kennedy. 


Also on March 9, Judge Marvin E. Frankel granted the Commis- 
sion’s motion for a temporary restraining order against the de- 
fendants and appointed, at the request of the Commission and 
SIPC, Eugene L. Bondy, Jr. of the New York law firm of Royall, 
Koegal!l & Wells as temporary receiver of Morgan Kennedy pend- 
ing a determination on the merits of SIPC’s application. The Com- 
mission’s motion for a preliminary injunction was made return- 
able on March 13. 


The action arose from an investigation into Morgan Kennedy by 
a Joint SEC-NASD Task Force investigating certain abuses in the 
over-the-counter market. 


Mr. Moran noted that Morgan Kennedy was a member of the 
P.B.W. Stock Exchange until it withdrew on March 7. 


Litigation Release No. 5789/March 15, 1973 


Robert F. Watson, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission today an- 
nounced that Federal District Judge Robert M. Hill at Dallas, 
Texas on March 12, 1973 entered an order of preliminary in 
junction against Stewart Whitman, Scottsdale, Arizona, Stewart 
Securities Corporation, a Dallas, Texas registered broker-dealer 
and its parent company, Income Financial Services, Inc., Scotts 
dale, Arizona, prohibiting them from further violations of the 
Commission’s net capital and bookkeeping rules. 


Judge Hill appointed attorney Thecdore Mack, 610 Schick Build 
ing, 210 West 6th Street, Fort Worth, Texas as trustee for Stewart 
Securities Corporation under the Securities Investors Protection 
Act of 1970. 


For additional information in this matter, see Litigation Release 
No. 5782. 


Litigation Release No. 5790/March 15, 1973 


John W. Stokes, Jr., United States Attorney for the Northern Dis 
trict of Georgia, and Jule B. Greene, Administrator of the Atlanta 
Regional Office of the Securities and Exchange Commission, to 
day announced that on March 12, 1973 Judge Charles A. Moye, 
Jr. of the United States District Court in Atlanta sentenced John 
R. Creighton of Atlanta to three years on each of two counts, to 
run concurrently, following his nolo contendere plea to charges of 
violating the anti-fraud provisions of the Securities Act of 1933 
and the Mail Fraud Statute in connection with the sale of secu 
rities of American Capital Corporation. The sentences were sus- 
pended and Creighton was placed on probation for two years 


See Litigation Release Numbers 5003, 5733 and 5771 for 
further details. 


ACCOUNTING SERIES 
Rel. No. 142/March 15, 1973 


REPORTING CASH FLOW AND OTHER RELATED DATA 
See Securities Act Release No. 5377/March 15, 1973. 
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Rel. No. 142/March 15, 1973 


REPORTING CASH FLOW AND OTHER RELATED DATA 


See Securities Act Release No. 5377/March 15, 1973. 
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— sec publications — 


Because of increased volume, staff limitations, and rising costs, 

the SEC has discontinued maintenance of its free mailing lists. 

Only those companies and persons registered with the Commission 

under the various Acts will continue to receive copies of individual 
releases pertaining to rule proposals and rule changes under the 

Acts for which they are registered. The following publications issued 
by the SEC are designed to keep interested members of the public 
informed about various aspects of Commission business. 


NEWS DIGEST A daily report of Commission announcements, decisions, 
orders, rules and rule proposals, current reports and applications 
filed, and litigation developments. ($33.00 per year) 


SEC DOCKET A weekly compilation of the full texts of SEC releases 
under the following Acts: Securities Act, Securities Exchange Act, 
Public Utility Holding Company Act, Trust Indenture Act, Investment 
Advisers Act, and Investment Company Act. Also included will be the 
full texts of Accounting series releases, corporate reorganization 
releases, and litigation releases. ($17.00 per year) 


STATISTICAL BULLETIN A weekly publication containing data on odd 
lect and round lot transactions, block distributions, working capital 
of U.S. corporations, assets of noninsured pension funds, 144 filings, 
and 8K reports. ($17.00 per year) 


OFFICIAL SUMMARY A monthly summary of securities transactions and 
holdings of officers, directors, and principal stockholders. ($14.50 
per year) 


Subscriptions to the above publications must be placed with the 
Superintendent of Documents, Government Printing Office, Washington, 
D.C. 20402 


SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO 


@ $ Add $ for foreign mailing. No additional postage is required for mailing within the United 
States, its possessions, Canada, Mexico, and all Central and South American Countries except Argentina, Brazil, British Honduras 
French Guiana, Guyana, and Surinam. For shipment to all other foreign countries include additional postage as quoted for each 
periodical or subscription service 

Send Subscription to 
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